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: FEBRUARY 26, 1957 


Untrep States SENATE, 
CoMMITTEE ON INTERSTATE AND FOREIGN COMMERCE, 
Washington, D. C. 

The committee met, pursuant to notice, at 10: 40 a. m., in room G-16, 
Capitol Building, Senator Warren G. Magnuson (chairman) presid- 
ing. 

The CuarrmMan. The committee will come to order. 

The chairman would like to read a very brief opening statement re- 
garding the purposes of this hearing. 

The problems affecting newsprint are of prime importance to our 
entire economy. The people of the United States are accustomed to a 
free press and a wide coverage of news. Scarce newsprint and high- 
priced newsprint is detrimental to our free press. Any and all restric- 
tions or limitations in the manufacture or distribution of this com- 
modity immediately become of interest to all of us. 

We will hear from publishers, the purchasers of newsprint, and we 
will get the viewpoint of newsprint manufacturers. We are interested 
in our pulpwood supply and our timber resources. We want answers 
to such questions as: What is the situation in the United States as to 
timber supplies? Is it the proper time to develop a greatly increased 
paper industry in Alaska? What is possible through research in using 
new woods and reclaimed newspapers? How can production be in- 
creased through greater utilization of our southern pine resources? 

Recent newsprint price increases announced by the manufacturers 
are most disturbing. When we remember that in the past year, 1956, 
6,899,021 tons of newsprint were used by United States publishers, it is 
not difficult to translate that figure into dollars. The announced in- 
crease, if industrywide, will amount to $27,500,000. Then, too, we are 
always aware of the high percentage of newsprint that is imported. 

During 1956 we were pl: agued with an insufficient newsprint supply. 
Publishers now report that there isa greater supply of paper available. 
The manufacturers are to be complimented for their efforts in that 
direction. But let it be said right now that there is no prospect of 
enough newsprint to cover unexpected increases in demand such as have 
recently occurred. 

The American Newspaper Publishers Association has done a very 
fine job in supplying up-to-the-minute information on newsprint, its 
use, and its manufacture. In their bulletin No. 6 of January 23, 
1 57, is a very fine statement by their general manager, Cranston W il- 
liams. I quote from that bulletin: 


1 Staff member assigned to this inquiry: Harry C. Huse. 
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What should publishers reasonably expect from the newsprint industry? 
Nothing less than a stable uninterrupted flow of sufficient supply to satisfy 
requirements and provide a cushion for emergencies. Nothing more than a price 
which is sufficient to support this capacity, and provide an adequate profit mar- 
gin—over the long range—for newsprint producers. 

This is not the case at present. ANPA believes it will not be the case in the 
foreseeable future unless newsprint producers are willing to revise their think- 
ing in a spirit of fair play and cooperation with the market they supply. 

The committee hopes that from these hearings will come findings 
helpful to the newsprint industry and to newsprint users. 

I must say at the outset, too, that the committee appreciates that 
technically it would be very difficult—and the Senator from Michigan, 
who has gone into this matter very deeply, agrees with me—it would 
be very difficult for us to dictate or suggest in any legal way the ac- 
tion of the Canadian producers who produce approximately 80 per- 
cent of our newsprint supply. 

Whether or not they violate any of the Canadian regulations or 
Canadian laws, of course is a matter for the Canadian Government. 
But we do believe that inasmuch as they are the main source of our 
supply, and we are the main users of the great pulp and paper indus- 
try of Canada in newsprint, that we might be helpful in bringing 
about a better cooperation and a better amount of so-called fair play 
mentioned in the Newspaper Publishers Association’s latest bulletin. 

I have said on many occasions from my general information re- 
garding the price of newsprint as announced by the Canadian groups, 
that there surely is some semblance of a cartel arrangement by the 
Canadian producers, as to price. 

From that general information, if the same thing were done in the 
United States, it might be subject to an antitrust suit. Whether or 
not those facts are correct, we hope to bring out in this hearing. 

The State Department has been involved in this matter for some 
time. I do not think they have done a great deal about it. We 
have attempted on many occasions as the price rises were announced, 
to ask them to at least set up a series of negotiations with the Canadians 
through their Government to work out some of these price problems. 

Little or nothing has come from that to date. I do not mean to say 
the Department is unsympathetic. Perhaps there have been practical 
difficulties that they have not been able to work out with the 
Canadians. 

I am sure the Canadian producers are concerned because I cannot 
conceive of any producer of any commodity who would not have a 
great concern as to the economics and to the welfare or the feelings 
of his main buyer. I think these hearings will have some effect upon 
the Canadian manufacturers. 

Our list of witnesses consists of publishers, United States manufac- 
turers and United States Government officials. Today we are going 
to explore this matter in a general way. We hope to be able at a later 
hearing—not too late, on what comes out of this hearing—to invite 
the Canadian producers themselves down here, or to call into the hear- 
ing those connected with the Canadian producers who would be under 
our jurisdiction. 

That list of witnesses hasn’t been compiled yet. I know too, that 
many of them will be glad to give their side of the story. 

There has been a succeeding number of price rises in the newsprint 
industry. I must say that the large publishers of the newspapers in 
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the United States, many who have long-term contracts and many who 
have some connection financially or otherwise with Canadian pro- 
ducers, are definitely concerned. But the real effect of a price rise 
such as this last one, I think the committee.is in agreement, really 
affects the smaller producers of newspapers throughout the country. 
Sometimes a rise of $3 to $4 in a ton of newsprint is the difference be- 
tween a little newspaper’s profit and loss in a given year, and its stay- 
ing in business. That is EF creat concern to the committee. 

At this point I desire to place im the record a letter from Senator 
Charles E. Potter of Michigan. 

UNITED STATES SENATE, 
Washington, D. C., January 11, 1957. 

Hon, WARREN G. MAGNUSON, 


Chairman, Interstate and Foreign Commerce Committee, 
United States Senate, Washington, D. C. 


My Dear Senator Magnuson: I believe it is in the public interest that the 
Committee on Interstate and Foreign Commerce immediately move to investi- 
gate the recently announced rise in newsprint prices. This is working a hard- 
ship on the American press and other users of newsprint. 

As you perhaps are aware, the Abitibi Paper Company of Canada recently 
announced its intention of boosting the price of newsprint from $130 to $134 
per ton. Consolidated and St. Lawrence, two other large Canadian newsprint 
producers, followed suit 2 days ago. The historical pattern of newsprint prices 
indicates that it is now merely a matter of time before this rise is reflected 
throughout the industry. Price fixing and other restrictive trade practices have 
long been suspected in this area. 

Highty percent of the newsprint used by American publishers comes from Ca- 
nadian mills. Their skyrocketing profits invite a legitimate question as to 
whether they are obtained at the expense of purchasers in the United States. In 
1955, for example, the St. Lawrence Corp. showed profits 58.7 percent greater 
than in 1954. In the first 6 months of 1956 their profits showed an increase of 
54.9 percent over the comparable 1955 period. Other Canadian companies show 
a similar profit picture. 

American newspapers, especially the smaller ones, face the most serious reper- 
cussions as a result of this latest price rise. Small businesses are discovering that 
their advertising budgets buy less and less. This situation will force many of 
them to the wall unless we take action. 

Recently I requested the Federal Trade Commission to study the newsprint 
situation, looking toward possible United States-Canadian action. Judge John 
Gwynne, Chairman of the Commission, called on me today to report the Com- 
mission’s grave concern. He and his staff are in agreement with me that a public 
hearing is in order to get to the bottom of a situation which has all the evi- 
dences of restrictive trade practices 

I hope that you share my interest and concern in this matter and that you 
will appoint a subcommittee, or perhaps direct the full committee, to conduct 
hearings. 

Sincerely yours, 
Charlie 
CHARLES E. POoTTer. 


Senator Porrer. Mr. Chairman, I would like to insert in the record, 
at this point, a copy of a statement, on the increased cost of newsprint, 
which I delivered before the Senate on January 30, 1957. 

The CHarrman. It will be included in the record at this point. 


ADDRESS BEFORE UNITED STATES SENATE BY C. E. PortTer, UNITED STATES 
SENATOR FROM MICHIGAN 


Mr. President, three vital segments of our economy are concerned with what I 
have to say today. 

The recently announced rise in the price of newsprint carries an already expen- 
sive commodity to a level which victimizes everyone. In three areas, however, 
the burden falls most heavily. 
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I refer to a great American institution, the free press, which over the years 
has waged a losing battle with the rising costs of publishing. 

I refer to the small-business man whose livelihood is geared to his advertising. 

And I refer to the individual American who reaches into his pocket morning 
and evening for the price of his daily newspaper. 

Noisy trucks, loaded with bulky white rolls of paper, rumbling down our city 
streets, are a familiar sight to us all. Few of us, as we watch the hefty rolls 
of newsprint disappear down a ramp into the cellars of the local newspaper, 
realize that we are watching our society’s lifeblood. 

Newsprint is the measure of how civilized we are. In times of peace the con- 
sumption of paper products—from books to pictures to food containers—is a 
barometer of modern achievement. In times of war, pulp and paper are prime 
elements in the national defense. Explosives, rayon and paperboard containers 
require vast amounts of paper and pulp. As a war propaganda weapon, news- 
print ranks in importance with men and munitions. 

Mr. President, 75 percent of the newsprint used in this country comes from 
Canada. On December 31 of last year, a Canadian newsprint producer, the 
Abitibi Sales Company of Toronto, notified its customers that its price for news- 
print would go up $4 per ton on March 1, 1957. One week later Consolidated 
Paper Sales of Montreal followed suit. Since then five others, including a news- 
print mill in the United States, have joined the move, bringing the present cost 
of newsprint to an all-time peak of $134 per ton. 

On January 11 I wrote the chairman of the Senate Committee on Interstate and 
Foreign Commerce, calling his attention to the hardship situation this created for 
all users of newsprint. I urged an immediate investigation into the reasons for 
the increase. Recognizing the wisdom of quick action, the Chairman has 
scheduled public hearings by the full committee, to begin February 26. 

It is my purpose today to acquaint the Senate with the urgency of what we 
propose to do. I should like also to suggest certain avenues which our investiga- 
tions might pursue, so that once and for all we will get to the bottom of a situa- 
tion which has placed a cruel burden on newsprint users. 

To visualize the newsprint supply situation, one must think of a colossal spider 
web spanning the whole of Canada, extending across the United States border 
and down into our own Southern States. Lurking somewhere within that web 
is the spider himself. Government antitrust officials have been trying to capture 
him for years. From 1933 to the present day, he has devoured the profit margin 
of publishers by sending the price of newsprint up 325 percent. Like helpless 
flies, the smaller publishers are squeezed to death. Larger publishers fight for 
their lives. Between 1932 and 1952, 749 daily newspapers in the United States 
disappeared either through merger, consolidation, or failure. 

Some say the spider lurks in Canadian territory. Some say he lives on our 
side of the border. There is evidence that he operates like a cartel, and the 
years have produced strong traces of his price-fixing and restraint of trade 
ectivity. Despite the attention given to newsprint by Federal agencies and 
congressional committees, he has evaded positive identification. 

It is apparent, however, to any serious observer that a group of individuals 
or companies in the newsprint industry will one day stand revealed as the spider. 
It is this group, which over the years has conspired to kill fair competition in 
the industry, fix prices, and to cash in for itself. Once and for all, these in- 
dividuals must be identified and prosecuted. 

Mr. President, large metropolitan dailies, small weeklies in rural communi- 
ties, and a vast number of magazines, trade and technical publications in this 
country are dependent. upon Canadian imports to keep their presses rolling. 
In 1956 we imported almost 7 million tons of newsprint from Canada. Our own 
domestic production ran in the neighborhood of 1% million tons for the year. 

According to the historic pattern of newsprint prices, one newsprint mill is 
the bellwether. After the first price increase has been announced, all the others— 
both Canadian and American—follow suit. Thus, it is only a matter of time 
before the recently announced $4-per-ton increase becomes universal. Interest- 
ingly enough, newsprint price increases are always uniform. I call this to the 
attention of the Senate as another indicator of possible price fixing. Surely, if 
the market were completely free, some variation and play in price levels would 
appear. 

The newsprint picture in a nutshell is embodied in the events of the postwar 


period : 
The price of a ton of newsprint stood at $67 in 1946. Ten years later, in 1956, 
it was $130. 
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To be sure, manufacturing eosts rose during that time. I am told that a 
typical mill’s manufacturing cost moved from $44 per ton in 1946 to $76 per ton 
in 1957. And freight rates increased by roughly $9. 

In other words, before the latest $4 increase was announced, newsprint prices 
rose $63 per ton while manufacturing and freight costs rose only about $41 per 
ton in a 10-year period. 

Mr. President, newsprint represents from one-fourth to one-third of the total 
cost of newspaper production. Today the cost of putting out a paper is at an 
all-time peak. When the $4 increase becomes uniform, United States publishers 
will be picking up a 1957 tab $23 million bigger than they did last year. 

What justification do the newsprint mills offer for zooming prices? They are 
still playing that broken record, mouthing the same old tune of rising costs. In 
the meantime their profits show the following extraordinary jumps: 

The St. Lawrence Corp.’s profits in 1955 showed a 58.7 percent increase over 
the preceding year. For the first 6 months of 1956 they zoomed 54.9 percent 
over the comparable 1955 period. 

Donnacona’s 1955 profits were up 45.5 percent over 1954. 

Abitibi chalked up a 31.2 percent increase in a comparable period. 

I shall not cite figures for all of the mills, but offer for inclusion in the Record 
the complete roster of profits in the newsprint industry. Skyrocketing profits 
are shown for almost all Canadian mills. In the United States Crown-Zeller- 
bach and Great Northern Paper companies showed 20 percent larger profits in 
1955 than in 1954. 

Certainly we want to see our Canadian neighbors prosper. But an attitude 
of ‘all the traffic will bear” should not be expected to be well received on this 
side of the border. 

The history of newsprint, like the famous heroine of Forever Amber, has a 
colorful past. May I point to a few highlights: 

Newsprint has engaged the attention of the antitrust agencies and congres- 
sional committees over a long period. 

In 1917, after an investigation by the Federal Trade Commission, certain 
newsprint manufacturers were indicted for practices in restraint of trade. The 
matter was terminated the same year by entry of a civil consent decree. 

A 1927 investigation by the Federal Trade Commission produced no evidence 
of violation of law, and another attempt in 1938 was unsuccessful. 

However, in 1939 four American and three Canadian corporations and 11 
American and 4 Canadian individuals were indicted. In 1941, in this case, 6 
defendents pleaded nolo contendere (or “no contest’) and were fined a total of 
$30,000. The case was dismissed as to the remaining defendants. 

In 1947 the Department of Justice impaneled a grand jury in New York to 
inquire into trade restraining activities in the newsprint industry, both in the 
United States and Canada. As a result, the Province of Ontario passed a 
statute making it a criminal offense for any records to be taken out of the Prov- 
ince. No formal action was taken as a result of the grand jury proceedings, 
quite possibly because of the difficulties encountered through operation of the 
Ontario statute. 

Official sources have indicated over and over again that there have apparently 
been illegal activities in restraint of trade. 

In 1951 the Celler Subcommittee on Monopoly of the House Judiciary Com- 
mittee reported that mills representing nearly 70 percent of the total North 
American newsprint capacity east of the Rocky Mountains were controlled by 
seven groups—the International Paper group and its six largest competitors. In 
the period between 1935 and 1939 four companies, Crown-Zellerbach, including 
its subsidiary Pacific Mills Ltd., Hawley Pulp & Paper Co., Inland Empire Paper 
Co., and Power River, Ltd., were the only North American manufacturers regu- 
larly selling newsprint paper in the States of California, Idaho, Montana, Nevada, 
Oregon, and Washington. These four manufacturers together controlled, manu- 
factured, shipped, and sold not less than 75 percent and at certain times all of 
the newsprint paper available in those States. 

The Celler subcommittee found that Canadian newsprint producers, doing 
business in some 50 or 60 countries throughout the world, set up agreements in 
many, if not all, of them fixing prices, allocating tonnages, and making other 
agreements which eliminated competition among North American producers in 
these markets. 

It has been my hope that the Canadian Restrictive Trade Practices Commission, 
a body similar to our Federal Trade Commission, and Antitrust Division in the 
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Department of Justice, would be concerned enought to seek out offenders on the 
Canadian side of the border; as we on this side are now attempting to do. 

Our two nations, I believe, should work together on this problem as we do, for 
example, on tax questions. I believe it would be possible to develop an interna- 
tional convention, along the lines of United States-Canadian tax conventions, 
which would facilitate a joint effort by both countries to eliminate illegal prac- 
tices in newsprint. I.am sure both nations desire to ‘“‘elean house” in this matter. 

It was disappointing, therefore, to read that Mr. Stuart Garson, the Canadian 
Minister of Justice, recently declared in the House of Commons that the advance 
in the price of newsprint could be explained as “ordinary market behavior.” 
Mr. Garson stated that the Chairman of the Canadian Restrictive Trade Practices 
Commission also believed there was no justification at this time for an inquiry 
and that he had no intention of initiating a probe of newsprint price fixing. Mr. 
Garson also remarked that no formal representations on newsprint had been 
received from the United States Government. 

I believe we should continue our efforts for joint United States-Canadian action, 
supplementing them with a vigorous search for the offenders in our own country. 
I have written to the Department of State, suggesting that conversations on a 
diplomatic level be initiated, with a view to developing a bilateral investigation. 

In the meantime, we must move swiftly in the United States. 

We must find answers to the following questions : 

Are Canadian newsprint mill owners deliberately milking the United States 
publisher dry? 

Is a Canadian-United States cartel in operation, fixing prices and restricting 
trade on both sides of the border? 

Are these price rises and exorbitant profits instigated by United States investors 
in Canadian firms? 

At the present time American interests control over 30 percent of total Canadian 
newsprint capacity and more than 40 percent of all newsprint capacity on the 
North American Continent. Other stock interests, and securities of Canadian 
firms traded over the counter in this country, bring the current estimate of United 
States capital in the Canadian paper industry to something like half the total 
investment. 

I shall propose to the chairman of the Interstate and Foreign Commerce Com- 
mittee that American holders of these interests be brought before our committee, 
so that we may study company operations exhaustively. I shall further propose 
that the Federal Trade Commission, Department of Justice, and representatives of 
the American publishing industry present their views and recommendations. 

It is my hope that the committee will see the need for a crash research pro- 
gram into means of developing our own sources of newsprint... Complete de- 
pendence on Canadian sources is unhealthy and should be eliminated. We must 
capitalize on our great timber resources in Alaska, a potential which at present 
is going to waste. We must encourage new enterprises employing methods of 
making newsprint from agricultural products, hardwoods, wheat, straw, and 
inked newsprint. If it is necessary to give accelerated depreciation and tax 
privileges to developers of newsprint mills in the South, that should be done. 

Mr. President, the retailer, the small manufacturer, the filling-station opera- 
tor—all those who must advertise to live—are waiting for us to act on skyrocket- 
ing newsprint costs. Many of them will be forced to curtain or discontinue their 
advertising, and some will be wiped out. If we stand by and let this happen, if 
we call it just another card in the deck stacked against small business, surely we 
are not worthly to occupy these seats and serve in this chamber. 

Beyond that, we have a responsibility to preserve one of our greatest demo- 
cratic institutions, the American press, whose vitality is being sapped by news- 
print costs. Through the genius of the publishing community, each one of us is 
able, by dropping a few penies on the counter, to buy that miracle of enterprise 
and production, the daily newspaper. 

Let’s keep it that way. To doso, we shall have to take quick action on the news- 
print situation now. 


The Cuatrman. I would like to insert into the record at this point 
a letter which I have received from Congressman Alfred D. Sieminski, 
13th District of New Jersey. Congressman Sieminski also enclosed a 
copy of the Assembly Concurrent Resolution No. 15, State of New 
Jersey, which will be printed in the record also. 
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CONGRESS OF THE UNITED STATES, 
HovuUsE OF REPRESENTATIVES, 
Washington, D. C., March 4, 1957. 
Hon. WARREN G. MAGNUSON, 
Chairman, Committee on Interstate and Foreign Commerce, 
United States Senate., 
Washington, D. C. 

DEAR SENATOR MAGNUSON: I am enclosing a copy of the Assembly Concurrent 
Resolution No. 15 that was introduced on January 28, 1957, by Assemblyman 
Maurice Brady, of Jersey City, N. J. This concurrent resolution, memorializing 
the Congress of the United States to investigate the sharp and continuing rises 
in the price of newsprint, was passed by the New Jersey State Assembly and 
the New Jersey State Senate. I think the resolution speaks for itself. I know 
of the great work you have done with your committee. I thought you might want 
to include it in your record. 

It is a most regrettable circumstance that we in the United States must de- 
pend on outsiders to satisfy the wants of an industry that is so vital and in- 
dispensable to the American way of life. Our newspapers are virtually at the 
mercy of these mills. I know you are going to help this situation and I am for 
you. 

Kindest personal regards. 

Cordially, 
ALFRED D. SIEMINSKI, 
Member of Congress. 


ASSEMBLY CONCURRENT RESOLUTION No. 15, STATE oF NEW JERSEY 


Introduced January 28, 1957 by Assemblyman Brady (without reference) 


A CONCURRENT RESOLUTION Memorializing the Congress of the United States to 
investigate the sharp and continuing rises in the price of newsprint 


Whereas certain producers of newsprint have announced an intended increase 
of $4 per ton in newsprint to be supplied to American newspapers ; and 

Whereas it is of the utmost importance to the citizens of this State as well as 
of the other States that the newspapers continue to be published in the small 
towns and cities as well as in the metropolitan areas; and 

Whereas such continued publication of the newspapers is threatened by the 
intended rise in the price of newsprint ; and 

Whereas this threat can only be met by congressional action following an 
investigation into the whole subject of the production of newsprint and the 
development of new sources of supply of newsprint in this country; and 

Whereas congressional action in this regard is already being, or is about to 
be sponsored by Members of Congress: Now, therefore, be it 

Resolved by the General Assembly of the State of New Jersey (the Senate con- 
curring): 

1, The Congress of the United States is hereby memoralized to investigate 
the subject of the sharp and continuous rises in the price of newsprint and to 
follow such investigation by appropriate legislation to meet the threat of further 
intended rises in the price of newsprint in this country, including action to pro- 
mote the development of new sources of supply in this country of newsprint. 

2. The clerk of the general assembly is hereby directed to transmit immediately 
following the passage of this concurrent resolution a copy thereof, properly 
authenticated, to the respective presiding officers of the United States Senate 
and the House of Representatives and to each of the Senators and to all of the 
Representatives of the State of New Jersey in the Congress. 


The Cuatrman. We will hear first from Mr. Cranston Williams, 
who is managing director of the Newspaper Publishers Association. 


STATEMENT OF CRANSTON WILLIAMS, GENERAL MANAGER, 
AMERICAN NEWSPAPER PUBLISHERS ASSOCIATION, NEW 
YORK, N. Y. 


Mr. Wi11aMs. My name is Cranston Williams, I am general mana- 
ger of the American Newspaper Publishers Association. I am read- 
ing from a prepared statement. 
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The ANPA is a trade association comprising more than 800 daily 
newspapers with approximately 90 percent of all the United States 
daily circulation and we use more than 80 percent of all the newsprint 
consumed in the United States. 

I was glad to receive ihe invitation of your chairman to appear 
before this committee. My interest, as well as that of the ANPA, is 
to see that your committee has all of the facts at our disposal and 
knows our conclusions based upon those facts. 


THE NEWSPAPER—WHAT IT IS 


Since 1704, when the first continuous newspaper was started in the 
United States, newspapers have undergone many changes, but their 
fundamental purpose has never changed. Today as in the past, news- 
papers gather, prepare, and distribute the news of what is happening 
in the community, the country, and the world. Today’s newspaper 
leads as a disseminator of news and as an advertising medium. 

Production of today’s newspaper is a vast undertaking. Publishers, 
editors, reporters, advertising and mechanical people, delivery agen- 
cies, newspaperboys, and other highly trained personnel are welded 
in a closely cooperating team. Behind the newspapers are manufac- 
turers of ink, printing presses, and numerous equipment required to 
produce and distribute today’s newspaper. 

Most vital to newspaper production are the manufacturers of news- 
ao The industry in the United States is today relatively small 

ut isexpanding. It is one of the most important industries of Canada 
with vast opportunities for additional growth. 


A DECADE OF GROWTH 


Since World War II, United States newspapers have met the de- 
mands made upon them. Their circulation has increased 10 percent 
and advertising 69 percent. To meet this growth they require more 
equipment, more materials, and more labor; they have used every ton 
of newsprint from over the world available to them. Three times in 
this decade they have been forced to buy some of their newsprint in 
the spot market at exorbitant prices. 

ANPA has studied the trends of the past and related them to the 
future; first in 1951 in terms of traditional statistics, and again in 
1956 when the preceding 5 years were reviewed. 

The conclusion is the same: United States newspapers are con- 
tinuing to grow and are increasing their service to the public. Projec- 
tions into the future based on past performance indicate as surely as 
mathematics can portray that newspapers will continue to keep abreast 
of our cultural and economic growth. 

Newspaper advertising represents one-third of the dollar volume of 
all advertising, and this has been achieved in the face of the competi- 
tion of radio and television and other advertising media. 

Newspaper circulation is also expanding and has adjusted to inter- 
regional and intercommunity shifts in population. The national trend 
of circulation is rising with new vigor. 

The useful life of a newspaper is short. Today’s newspaper is of 
little or no use tomorrow. It is more perishable than most com- 
modities. The publishing business is geared to print today’s news at 
high speed, at as low cost as possible. 
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NEWSPRINT—WHAT ITIS 


In newsprint manufacture all processes are streamlined from. begin- 
ning to end so the greatest amount of paper can be gotten over the 
paper machines in the shortest possible time. Newsprint is a product 
of mass production. 

Newsprint used in the United States by 1,761 daily and 546 Sunday 
newspapers and by some 9,000 weekly, semiweekly, and triweekly 
newspapers, as well as that used in Canada and exported to other coun- 
tries, is made principally by 11 producers in the United States and 25 
companies in Cineaa 

The Crrarman. Mr. Williams, right there, there has been great con- 
cern on the part of a lot of us about the weekly, semiweekly, and tri- 
weekly newspapers. They amount now to some 9,000. Has there been 
a decrease in that type of paper in the past, since World War IT; or 
has it increased / 

Mr. Wituiams. I would say the total numbers have remained about 
the same, but the life or death of these newspapers depends on various 
factors. Of course when we analyze these Pita: a weekly that hap- 
pens to be in a community where they hit an oil well or something, 
grows into a daily. 

But basically the totals are about the same. 

There has been a steady growth overall in the size of the weekly 
newspaper, and of course as its size grows and it gets more circula- 
tion, it uses more newsprint. 

The CratrMan. But there is more of a mortality rate due to rising 
prices. What I am trying to get at—more of a mortality due to rising 
prices with a weekly than there is with the dailies? 

My. WitiiaMs. I should say “Yes” to that. I was born and reared in 
hewspaper work—my father was a weekly newspaper publisher in 
Georgia. The troubles of the weekly today are due to the high cost of 
production. Of course, relatively, the smaller paper’s great costs are 
his labor and production costs. He uses very little newsprint. But 
what he uses is vital to him. 

The Cuamrman. There are many weeklies that are family operated. 
The big item of cost coming into that plant—that little plant—is the 
newsprint ¢ 

Mr. Wititams. Exactly, because where the family runs the news- 
paper, it is like the old corner grocery store—whether they kept books 
or not, all they had was what was in the till after they paid their bills. 
Whatever they get—the family—in the way of income is after they 
have paid off. 

Senator Porrer. I think last year I saw some figures someplace that 
over 700 newspapers went out of business. Have you any break- 
down on that? 

Mr. WituiAMs. We have those statistics, if you would like to have 
me supply them. 

Senator Porrer. I think that would be desirable, to find out the com- 
parison between the weeklies and the dailies. 

Mr. Witi1aMs. I would say that the daily has been on a plateau 
in the last few years. 

The Cuarrman. As to number of papers? 

Mr. WittiaMs. As to the total number. They come and go. 
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The Cuarrman. Circulation and advertising have generally in- 
creased / 

Mr. Witu1ams. The total of that has increased, as I say, 10 percent 
circulationwise and 69 percent advertising. 

Senator, we will supply that to you, because it is a question of sta- 
tistics that are in existence. It is just putting them all together for 
you. 

Senator Porrer. I think that would be helpful. 


AMERICAN NEWSPAPER PUBLISHERS ASSOCIATION, 
New York, N. Y., March 5, 1957. 
Hon. CHARLES E. POTTER, 
Interstate Commerce Committee, 
Senate Ofiice Building, Washington, D.C. 

Dear SENATOR PotTteR: When I appeared before your committee on Tuesday, 
February 26, you asked me to give you statistics showing the number of news- 
papers that have gone out of business. 

We do not have statistics on the suspensions and mergers of weekly news- 
papers, but we do have such statistics dealing with the daily newspapers going 
back to 1929. 

These are carried in various ANPA bulletins, and I enclose those bulletins 
which show the suspensions and mergers from 1929 up to now. 

You will notice that in the 1929 to 1949 period 747 daily newspapers went out 
of business. 

I also enclose information on daily and Sunday circulations, going back to 1920, 
as reported for English language daily newspapers by Editor & Publisher, a 
trade paper widely read in the newspaper business. 

If I can supply you with any further information, please let me hear from you. 

Sincerely yours, 
CRANSTON WILLIAMS, General Manager. 


Newspaper circulations, 1920-50—Annual icetastete as of October 1 of each year 


T 
| 
| 
| 











Daily Sunday 
Year | | Pe hat tah 7 
Number | Circulation Number Circulation 
—— ee SASS EN ae « ed EEE ee | S cliedneeciriinctintislndiatidines e 
| 
1920___- . Tamia 2,042 | 27, 790, 656 | 522 | 17,083, 604 
is. ..: F235 are cs 2,028 | 28, 423, 740 545 | 19, 041, 413 
1922___. ; ; oun: 2,033 | 29, 680, 328 | 546 | 19, 712, 874 
1923 2,036 | 31, 453, 683 | 547 21, 463, 289 
1924___.. 2 3a ‘ 2,014 | 32, 999, 437 | 539 22, 219, 646 
1925. ok shots 2,008 | 33, 739, 369 548 | 23, 354, 622 
1926 i: 2,001 36. 001, 803 545 | 24, 435, 192 
1927 4 Senile a 1,949 | 37, 966, 766 | 526.| 25, 469, 037 
1928 1,939 | 37,972, 592 522 | 25, 771, 583 
1929 1,944 | 39, 425, 615 528 26, 879, 536 
1930- 1,942 | 39, 589, 172 | 521 | 26, 413, 047 
1931 : b ; 1,923 | 38, 761, 187 | 513 | 25, 701, 798 
1933... 1 1,913 | 36, 407, 679 | 518 | 24, 859, 888 
1933 1,911 35, 175, 238 506 | 24, 040, 630 
1934. PREBLE. tin Yds ‘ 1,929 | 36, 709, 010 505 | 26, 544, 516 
1935 e 1,950 | 38, 155, 540 518 | —-28, 147, 343 
1936 1,989 | 40, 292, 266 520 | 29, 962, 120 
1937- a a a err 1, 993 41, 418, 730 539 | 30, 956, 916 
1938 i : 1,936 | 39, 571, 839 523 30, 480, 922 
1939 i Otis Lo ane 1,888 | 39, 670, 682 | 524| 31, 519, 009 
1940 Seal 1,878 | 41, 131,611 | 525 | 32, 371,092 
1941 1,857 | 42, 080, 391 510 33, 435, 757 
1942 1,787 | 43,374,850 474| 35, 298, 54¢ 
1943 i 1,754 | 44, 392, 829 | 467 | 37, 291, 832 
1944 1,744 | 45,954, 838 | 481 | 37, 945, 622 
1945 a 1,749 | 48, 384, 188 485 | 39. 860.036 
1946. _- ‘ beesT 1, 763 | 50, 927, 505 497 | 43, 665, 364 
1947. , by lee hed 1,769 | 51, 673, 276 | 511 | 46, 151, 319 
1948 1,781 | 52, 285, 297 530 | 46,308,081 
i949 M 1, 70 | 52, 845, 551 546 | 46, 398, 968 
1950 1,772 | 53,829,072 | 549 | 46, 582, 348 
| 





Source: Editor and Publisher. 
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Editor and Publisher, daily and Sunday newspaper circulations, 1929-55 
ae pi 7 - ae \| ie | | 
Year Daily cir- Sunday eir- |} Year | Daily cir- Sunday cir- 
culation culation culation culation 


39, 426, 000 | 26, 880,000 || 1943___ . 44, 393, 000 37, 292, 000 


39, 589, 000 | 26, 413, 000 || 1944...-..-..-- wad 45, 955, 000 | 37, 946, 000 

38, 761, 000 25, 702, 000 || 1945......-.. f= 8 48, 384, 000 39, 860, 000 

36, 407, 000 24, 860, 000 || 1946___- ad 50, 927, 000 43, 665, 000 

35, 175, 000 24, 041,000 || 1947... .--.2.---.-.-: 51, 673, 000 45, 151, 000 

36, 709, 000 | 26, 545, 000 || 1948. _--- Fae 52, 285, 000 46, 308, 000 

Jere poaea 38, 156, 000 | 28, 147, 000 || 1949__- 52, 846, 000 46, 399, 000 

Li teins nakapd dae wit edd 40, 292, 000 | 2¥, 962, 000 || 1950... , as 53, 829, 000 | 46, 582, 000 
Ee 3 41, 419, 000 30, 957, 000 |} 1951__. ey! 54, 017, 000 46, 279, 000 

Rah. cited ka ds 39, 572, 000 30, 481,000 |} 1952_......----.------ 53, 950, 000 46, 210, 000 
hacen 39, 671, 000 31, 519, 000 || 1953. ...5--..-«.....-. 54, 472, 000 45, 948, 000 

Feasts Ade tt neces 41, 132, 000 8 371, 000 V5 W064... +. -.- 2-2 55, 072, 000 46, 176, 000 
42, 080, 000 33, 436, 000 || 1955. ......----.---- 56, 147, 359 46, 447, 658 





wa 43, 375,000 | 35, 294, 000 || 














AMERICAN NEWSPAPER PUBLISHERS ASSOCIATION, 
New York, N. Y., March 29, 1957. 
Hon. CHARLES EB. Porter, 
United States Senate, 
Washington, D. C. 

DEAR SENATOR Porter: When I testified before the Senate Commerce Commit- 
tee on newsprint you indicated you would be interested in getting statistical 
figures about the number and circulation of daily and weekly newspapers. 

I have previously sent you information about daily newspapers. 

I have been able to obtain figures on weekly newspapers beginning with the 
year 1949 through 1956, as follows: 

| 
‘ | 


Directory | Number of | 


Number of | Weekly 
weeklies | circulation 


Weekly |} Directory 
weeklies eirculation || 
| 


| 


| 
| 
1 i 
9,794 | 16,133, 893 1954 < Hy ,201 | 18, 773, 242 


1950 | 

1951__- ae) 9,727 | 18,179,518 || 1955....-..-- 92140 | 19,300, 022 
1952. vi 9591 | 19,580,338 || 1956...........-..... 9,051 | 19, 477,308 
1953 9,415 19, 531, 267 | 1957... .. 9, ny | 20, 279, 743 


These figures come from the N. W. Ayer Directory of Publications, and I am 
informed that total weekly circulations were only started with the 1950 directory. 
In each case the figures are contained in the N. W. Ayer Directory of Publica- 
tions for the year mentioned, but refer to the previous year. 

Sincerely yours, 
CRANSTON WILLIAMS, General Manager. 

Mr. WiuturaMs. These producers in Canada and the United States 
have large acreages of forest land, principally Crown lands or public 
land in Canada, and primarily privately owned land in the United 
States. Each appears to have adequate pulpwood supplies at the 
present time. 

NEWSPRINT CONSUMPTION 


More newsprint is consumed in the United States than any other 
kind of paper. In 1956, consumption amounted to 6,900,000 tons, of 
which well over 90 percent was used by newspapers. Of this amount 
22 percent came from United States mills, 73 percent from Canada, 
and 5 percent from overseas. 

Since 1946, United States newsprint consumption has increased 
from. 4,296,000 tons, an increase of 61 percent. Per capita consump- 
tion rose from 60.8 pounds to 82.5 pounds. These increases harmonize 
with the rise in the volume growth of United States newspapers. 
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The Cxairman. In other words, we are dependent, about 79 to 80 
percent, for our newsprint supply from outside the United States. 
Mr. Wixu1ams. That is correct; yes. 


BALANCE OF SUPPLY AND DEMAND IN 1957 


By straining every production facility in North America, by im- 
porting more than twice normal tonnages from overseas, and by divert- 
ing some tonnage destined for overseas shipment to domestic use, pub- 
lishers generally ended 1956 with adequate current receipts and a some- 
what better stock position. No excess of supply, however, was accu- 
mulated for use in 1957. The supply and demand situation in 1957 
depends upon what happens in 1957. 

The Newsprint Association of Canada in its 1956 newsprint data 
summary estimates that Canadian production will total 6,700,000 tons 
in 1957, of which 5,275,000 tons will be supplied United States con- 
sumers, 500,000 to Canadian users and 925,000 tons overseas. Corre- 
sponding estimates for United States manufacturers sets total produc- 
tion at 1,875,000 tons, of which 1,725,000 tons will go to United States 
consumers and 150,000 tons will go overseas. 

Senator Porrrr. You mean to tell me we are exporting newsprint / 

Mr. Wiiutams. Yes. There are some exports let’s say for particular 
reasons. This grew up during the war. For instance, the Philip- 
pines is a natural—it should look to the United States for its news- 
print rather than Canada. That is part of the background for these 
exports with which governmental relations has a good deal to do. In 
Central and South American countries—when conditions are normal, 
if ever, in South America, some newspapers have regular sources of 
supply in the United States. 

The CHartrman. It is 150,000 tons out of 1,875,000 tons produced 
in the United States. 

Mr. Wituiams. Oh, yes. Out of 1,875,000 tons, yes. In other 
words, it has always been normal for some United States production 
to be exported. And we must remember, when I said 150,000 tons will 
go overseas, I was trying to visualize, for instance, a good deal of 
United States production goes to Mexico. Technically that is not 
overseas, but when we speak of going outside the United States—— 

Senator Porrer. Is that sold at domestic cost plus shipping ‘ 

Mr. Wituiams. Under normal conditions, yes. It is my under- 
standing that the price is the price in New York and the buyer in Cen- 
tral and South America or elsewhere pays the delivery charges. 

In other words, it is not a delivered price like we get in the United 
States. 

If there is no sudden upsurge to cause a shortage of supply in 1957, 
overseas imports are expected to decrease to 150,000 tons, mostly from 
Finland. This is less than half 1956 imports when high spot prices 
attracted large newsprint importation to this country. The total ton- 
nage available therefore for United States consumers in 1957 is ex- 
pected to be about 7,150,000 tons, 

Correlating newsprint consumption with indicators of the United 
States economy indicates the demand for newsprint will be 7,150,000 
tons in 1957, and I am going to interpolate in a second there, 7,150,000 
tons is exactly balancing with the expected tonnage available. In the 
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light of this condition United States publishers do not anticipate any 
atalantial’ lessening of the supply question in 1957. 

Since this was typed on Friday, where we used the 7,150,000 tons. 
I want to give you these figures. We asked every daily newspaper in 
the United States at the end of 1956 to tell us how much newsprint they 
expected to use in 1957, We think the only way to get such informa- 
tion is to ask the man who is going to use it. 

We have replies from 1,564 daily newspapers, which I think you 
will agree is a pretty good showing. 

I want to warn you that this is the total reported by the news- 
papers. Some individual may have his sights high, and some low, but 
we believe when you put 1,500 guesses together , you have a pretty good 
average. 

Those 1564 daily newspapers consumed 5,966,000 tons in 1956, which 
was 86 percent of the total consumption of all users. Those same 
people say that in 1957 they estimate they are going to consume 6,301,- 
000 tons, or 5.61 percent more than they consumed in 1956. 

Senator Porrer. If we carried that out, you would have a shortage 
again, 

Mr. Witurams. Exactly. 

The Cuairman. Even beyond that, you would have no stockpile at 
all. 

Mr. Wittiams. Newspapers would do what we did before. Their 
stockpiles would disappear to the point they would be dependent on 
what was arriving in the freight yard each day. I want to warn you, 
these figures can ‘be an overestimate. My thinking is this: It is nat- 
ural for a publisher who was buying last year and was short, when he 
thinks in terms of an estimate for 1957, to add a little. 

Senator Porrrer. Like the bureaus downtown with their budget. 
They pad it a little bit. 

Mr. Wittiams. But, the point I am getting at, here is proof to us 
that we can’t support this talk today about being in balance. 

The Cuairman. The very fact that a publisher may pad his figures 
proves to me that he was somewhat worried about what m: iy happen 
in 1957. 

Mr. Witur1aMs. At the end of January 1957 we consumed 1.3 percent 
more than in January 1956. And there were 4 Sundays in January 
this year against 5 Sundays last year. We estimate that Sunday con- 
sumption is around 13,000 tons. 

In other words, when you compare, it is like comparing a 28-day 
month against a 31-day. 

The point I am making, we did have a consumption increase of 1.3 
percent in January. Our stocks went up. We have been trying to tell 
publishers that—putting newsprint in their stocks is better than having 
money in the bank, because they can’t print on the kind of paper the 
bank supplies. They have got to have newsprint for that. 

In other words, it is better than money in the bank. So I say that 
if newspapers keep on building up stocks they are doing it because 
some of them got burned. 

One thing about. building up stocks though is that nobody buys any 
newsprint on credit. 

Senator Porrer. I assume then there are very few of your large pub- 
lishers that have any great inventory of newsprint ? 


89794—57—_—_2 
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Mr. Witttams. The trick in these total figures—it is a trick, but we 
don’t know any other way to do it—is that when we say that at the 
end of January there were 42 days on hand and 9 days in transit, this 
means the newsprint was on its way and the total of 51 days includes 
a large amount of newsprint that was brought in late last summer be- 
fore the St. Lawrence froze. 

That is no secret. The Chicago Tribune, the New York Daily News, 
big consumers of newsprint, bring in by water a great deal of newsprint 
before the freeze, but they store it for use during the winter months, 
and therefore they are then ready when the navigation opens in the 
spring to resume the supply. 

The Senator from the Pacific Northwest knows, the deceptive part 
of these figures, and the reason we can’t break them down. The papers 
in Portland, for instance, get a considerable supply of their newsprint 
from a mill that is right outside of the city limits. There is no occasion 
for those papers to have a big stock on hand when they can truck every 
day from a nearby mill, that is. 

But these are average figures. 

The Cuarrman. They all add up to.a tight situation. 

Mr. Wiuu1aMs. It all adds up to that, and it doesn’t mean that every 
newspaper in the United States has got 42 days’ stocks on hand. I 
would say that the stock supply is far from what I would like to see 
it overall. 

In 1956, total newsprint consumption was about 6,900,000 tons. 
January 1957 consumption figures show an increase of 1.3 percent 
over consumption in January 1956 and 6.3 percent over January 1955. 
In addition, there were only 4 Sundays in January 1957 as against 5 
Sundays in each January 1956 and 1955. Had January 1957 had 5 
Sundays, the increase would have been much greater—a guess is that 
about 13,000 tons is used on Sunday, and then the increase would have 
been about 4 percent over 1956. 

This serves to emphasize our concern over the present supply-and- 
demand situation because it looks like a repetition of the beginning of 
1956. 





NEWSPRINT NEEDS IN 1960 


In the ANPA studies of 1951 and 1956—and we supplied those to 
Mr. Huse for the committee—newspapers’ newsprint needs were 
analyzed. 

The Cuarman. Mr. Williams, if I may interrupt there, I wanted 
to call the attention of the members of the committee to a very fine 
brochure here prepared by Mr. Huse with the help of many of you 
people, that I think tells the story—the details—very well. 

Mr. Wittrams. Fine. Projections to 1960 indicate expected require- 
ments of 7,500,000 tons in the United States. That is in 1960, just a 
little over 2 years away. Expected use in Canada by 1960 is 500,000 
tons, and overseas exports from North America is estimated at 1,500,- 
000 tons. The total demand upon North American newsprint pro- 
ducers is, therefore, estimated at 9,500,000 tons by 1960. 

The CHarmman. Just for the purpose of the record, that estimate. 
which I think is conservative, the production capacity is way below 
that; isn’t that correct ? 
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Mr. WirxuiaMs. At this time it is. A little later I am going to point 
out that something more must be done to meet our needs. 


CAPACITY ADDITIONS BETWEEN 1957 AND 1960 


Since World War II increases in production capacity in Canada 
have been accomplished through speedup of old machines, most of 
which were installed prior to 1980. Only 4 new machines were in- 
stalled in the 10 years following the war, and by 1957 the 1,540,000 tons 
of additional newsprint capacity thus gained were not enough to pre- 
serve Canada’s position in the United States market. 

Although some additional expansion can be expected from speed- 
up, most new Canadian capacity must come from new machines. 
Eleven new paper machines have been contracted for or are planned 
for installatron by 1960, depending upon delivery of the machines. 
The assured new capacity from all sourees in Canada available by 1960 
is 850,000 tons above the 1956 figures. 

The United States industry has either ordered or firmly planned 8 
new machines in that time, totaling about 630,000 tons. 

These additions will bring North American production up to a total 
capacity of 9,500,000 tons by 1960, exactly balancing expected de- 
mands. There is no reserve capacity. Any sudden increase in de- 
mand such as occurred in 1955 and 1956 cannot be met upon a normal 
contract basis at any date in sight. Without reserve capacity, periods 
of shortage and spot markets at exorbitant prices can be expected in 
the future as in the past. 


NEWSPRINT PRICES 


In 1946 the OPA-controlled base zone price of newsprint was $65 
per ton. A new base price of $135 per ton has been announced effec- 
tive March 1, 1957. Every year, except between 1949 and 1954, higher 
prices have been announced, usually first by a Canadian mill. 

The Cuairman. The chairman wants to inject something there. In 
1946 and prior to that, when we had an OP.A-controlled price, we 
did have some meetings with Canadian newsprint people. There was 
nothing written, but there was a general understanding, I thought, as 
we discussed the matter right here in this committee, that the Ca- 
nadians would stick to our OPA price, or that they would not try, 
without consultation, to raise it. 

I do not know how many months went by, and then there came a 
raise. So, it was going on way before 1946. 

Mr. Witi1ams. The point I am making, OPA when I was asked for 
advice, I always told OPA that it was unwise, in my opinion, to ar- 
bitrarily set the price of newsprint if the Canadians wouldn’t deliver 
under that price, because we had to have it, and those conferences 
went on. 

The CuHarrman. That is exactly what happened, because we dis- 
cussed it in this committee, 

Mr. Wittiams. One time I remember the Canadians only wanted 
*6. But OPA thought that, while they were doing it, they would have 
the ceiling for $10, and, of course, the price came through for a $10 
increase. 
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In other words, then we said, “You have seen what manors; Let’s 
make it what we agree on and not have any latitude for play.” 

I would say that our relations were as pleasant as they could be 
under the circumstances, because during the war, as you know, much 
of the production was diverted to nitrating and all. 

Senator Porrer. Regarding the contracts your publishers have with 
your paper producers, how long are those contracts for, normally 4 

Mr. Witu1aMs. In the old days a publisher wouldn’t sign a con- 
tract for longer than a year. But he had a choice then of buying from 
different people. As the market got tighter and tighter, he signed 15- 
year contracts. Frequently a publisher will sign a 15-year contract 
when a group like in the South, if a man comes in and says, “I will put 
up a mill if you can assure me the output will be sold,” the publisher 
is glad to sign a 15-year contract. 

Senator Porrrr. Is that a contract that specifies the amount of 
paper he will take each year ? 

Mr. Wiu1aMs. It specifies tonnage, sometimes stepped up on what 
he will take. 

Senator Porrer. What about price ? 

Mr. Witu1aMs. The clauses vary. Generally speaking, most of the 
contracts 

The Cuarrman. I think every one of them has an escape clause in 
it on price. 

Mr. Wittrams. The escape clause is a simple one, and there is 
nothing we can do about it. But a good many mills say that the price 
shall be no higher than, you might say, the going price. The going 
price is what the first one gets. But many contracts say the price shall 
be no higher, for instance, than the price of International Consolidated 
and Abitibi Power. If their prices are not the same, it shall be the 
average. 

The CratrmMan. There isn’t much of an average to figure out when 
you have got three companies sitting down and setting the price. 

Mr. WittraMs. It is my personal opinion, as I expressed it, that 
they don’t have to sit down. In other words, there is only one. If he 
announces it, nobody has to sit down and discuss it so long as ohe does 
what the other one does. 

Senator Purrety. So the reason for a contract is to assure a given 
source of supply for a number of years? 

Mr. WirrraMs. That is right, and the contracts are honored. You 
will hear later on, I am sure, that the newsprint producer—and I am 
not anticipating this, but you should be aware of the fact—in the de- 
pression, or when there was something over which the publisher had 
no control—in other words when his business went down he naturally 
could not consume the newsprint he has contracted for. 

The newsprint contract has never been interpreted like a deed, in 
the sense it is something that has to be completed—the publisher can’t 
eat newsprint, and he can’t use any more than he can run through his 
presses. 

What happens is that the average—if he has a contract with a mill, 
one mill says “Fine, you can cut back just as long as you cut back 
fairly between all of us and don’t cut me back, say 25 percent and then 
continue to take your contract requirements from another mill.” 
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Senator Porrer. I have heard it stated that some of the publishers 
are a little fearful to testify, or to give statements concerning the in- 
crease in price of newsprint because they are fearful of retaliation in 
case they are so dependent upon their source of supply—maybe their 
1 or 2 companies—and they are afraid that if they become too open 
about it, retaliation will be the-result. 

Mr. WititaMs. Personally I don’t buy a ton of newsprint. There 
is nothing they can do to me. 

But, generally speaking, I would hate to think that any producer or 
businessman would get himself into the state of mind where he is 
going to take his vengeance out on one of his consumers because he 
clidn’t like what happened. 

Now, the pattern is varying and I don’t think the publisher is any 
different from many businessmen. Many businessmen are careful 
about measuring their words and criticizing their sources. A pub- 
lisher is not a free agent, in my book today, to do as he pleases, be- 
cause if he can’t get newsprint—usually from the mill supplying 
him—if the mill gets mad with him and they have a row, there is noth- 
ing he can do about it. 

But I will tell you a trick in the contract—at least I call it a trick. 
The contract says that if you do not want to pay an increased price, 
you are free to cancel the contract. You do not get anywhere by 
canceling the contract and not paying the inet reased price, because 
there is nowhere else to go to get newsprint. 

So what we want is a little freedom so that within reason, if you 
want to change your sources, or do a little dickering or bartering, and 
then the law of ‘supply and demand ean work freely. 

Senator Lavuscue. You want some elbow room. How do you ex- 
pect to get it? 

Mr. WitutaMs. The only way we will get it is through more supply, 
or more productive capacity. That is my opinion. 

In other words, I am one who still believes—maybe I am old-fash- 
ioned—that nobody has been able to do anything about the law of 
supply and demand. Nobody can repeal it, and the impact of the law 
of supply and demand worked all the time, even while OPA was con- 
trolling the price. 

So we must have more production—and how we are going to get 
more production is not an easy question to answer. 

Since the beginning of 1946 newsprint prices have practically dou- 
bled. Production in Canada has increased 39 percent and in the 
United States 105 percent. In this period the manufacture of news- 
print has been increasingly profitable, a fact attested by financial re- 
ports of both Canadian and United States ¢ ompanies. 

There is no law to prohibit profit or to define its limitation when 
prices and conditions of sale are freely arrived at by individual action 
of producers. There is no disposition on the part of United States 
newspaper publishers to protest against efforts of producers to cover 
growing costs and to show indiv idual profits. 

Publishers do feel, however, that the manufacturers, particularly in 
Canada, have not provided U nited States consumers with the tonnages 
to which they are entitled and which in many cases were provided for 
by contract. 

Senator Porrer. What is the spot market price of newsprint today ? 
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Mr. Wit1aMs. The spot today is, I would say, pretty close to the 
contract price. The spot price is the price at which newsprint is sold 
where there is no contract commitment. 

We do know this: When supply is in fairly good shape, spot news- 
print. evaporates. The only reason a publisher would pay a premium 
or spot price today was if he needed some additional newsprint for 
some special purpose or another and couldn’t immediately get it from 
his regular sources. There are very few transactions in spot prices. 

Therefore, if there are no transactions, there is no way to know 
what the price is. 

Senator Porrer. Does most of your newsprint for the spot pur- 
chases come from Kuropean sources ? 

Mr. Wiiu1aMs. Except for Finland. Finland is the only large sup- 
plier of newsprint from overseas that wants a regular United States 
market. I have always got to say a kind word for Finland. Finland 
paid off her war debt to the United States—from World War I—as 
a result of her exports of newsprint to the United States. She took 
those dollars and paid her war debt. 

Senator Porrer. Is that on contract ? 

Mr. Witui1ams. That is on contract. Finland today wants to sell 
around 150,000 tons in the United States. There is nothing patriotic 
about it in this sense. Finland, as you know, is an importing country 
of a variety of things, and she needs those dollars in the United States 
to pay for things that she imports. But it is the only country in Eu- 
rope that is definitely in our market to want to sell us regularly. 

Sweden is in and out. 

The CHarrMan. Sweden is in and out? 

Mr. Wiiu1aMs. It depends on where they get the highest price. 

Senator Porrer. Does Finland in their contracts have a price com- 
parable 

Mr. Wiiu1aMs. The Finnish price is tied up to the New York price. 
They say that their price shall be the so-called New York price, and 
if it is not the same, they average it out and so forth. 

In other words, Finland meets the United States price. 

Senator Purrety. Mr. Williams, you state here that— 

Publishers do feel, however, that the manufacturers, particularly in Canada, 
have not provided United States consumers with the tonnage to which they are 
entitled, and which in many cases were provided for by contract. 

Does that mean that they are seeking other markets for their 
product ¢ 

Mr. Witu1aMs. No. What that means is, generally speaking, that 
they oversold. They made contracts for more tonnage than they could 
deliver and then cut back. I don’t know of any instance where I 
would say that one manufacturer favored one of his customers over 
another, because their cutbacks were uniform. 

In one or two instances some cutbacks were the result of drought or 
other conditions, but a number of producers in 1956 had contracts for 
more newsprint than they made and could deliver. That is what they 
claim about the cutbacks. 

Senator Purretn. Do these contracts provide for a percentage in- 
crease from year to year—or many of them / 

Mr. Wriu1aMs. A good many do. But that is only generally in a 
case where the publisher has only one source of supply. In other 
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words, if he is buying from 3 or + different mills, he usually increases 
depending on what. he can get from each. But if he has one source 
of supply and is growing, he has got to have some protection. 

I know of instances where newspapers could not increase when 
they were the only customer of a particular mill. I have the feeling 
that if a newspaper has only one mill the mill has a greater obligation 
to that paper than to the paper buying from several] different people. 

Senator Porrey. In other words, your statement is that they ac- 
tually didn’t deliver according to the contract the tonnage that was 
required by the contract. You say that in those instances it was due 
to conditions beyond his control—not those he created ? 

Mr. WituiaMs. There were some beyond his control. There were 
some strikes in eastern Canada, and strikes in the mills. But there 
were instances where there was deliberate overselling. 

Let me be fair to the mill in those instances. Up until these tight 
situations, it had been the experience—and I was never the sales man- 
ager for a mill, so I am only telling you what I believe to be the fact, 
based on what they say--where a producer of newsprint, up until 
these tight experiences since World War II, found he could make 
contracts for 105 percent of his expected production and deliver in 
full all of his customers because he went on the theory that 5 per- 
cent of all of his customers wouldn’t want as much as their contract. 

But just like the saying that all signs fail in dry weather, it hasn’t 
meekil out in the last 10 years. 

Senator Purreryt. These are the reasons, then, you made this state- 
ment, and no other reasons you know of ? 

Mr. WituiaMs. Yes. 

Senator Purrens. Thank you. 

Senator Lauscur. May I ask you, what do you understand based 
upon your knowledge, to be the highest spot market price that has 
been paid by those w ho needed paper and couldn’t get it? 

My. Witi1aMs. Let me use one country as an example Austria news- 
print was in pretty big supply last year ard if a publisher would 
make a firm contract to take a certain amount of tonnage over a period 
of 6 months, his price went up to $225 or $250 delivered in New York. 

Senator Lauscuer. And that was at a time when the current prices 
here were how much ? 

Mr. Wititams. $130. That was last year in 1956. 

There were instances where some spot tonnage sold, I would say, 
for $275 and $300, but it is like in the old days of prohibition. IT am 
old enough to remember that there was a going price for bootleg 
whisky, but it depended on the conditions under which you wanted 
a quart at the moment, as to what you paid. 

So it was one of those things. Generally speaking, let me say that 
if a publisher planned ahead and knew he had to buy spot market 
newsprint, he could have gotten it maybe by a little planning as high 
as $225 or $250. But that was bad enough with the contract price 
$130 

Senator Porrer. Who has to use the spot market the most? Isn't 
it your small publisher ? 

Mr, WituiAms. Not necessarily, nosir. The unfortunate thing about 
the small publisher, and I am talking about the weekly and the small 
daily, is that he buys from merchants and brokers and can’t buy in 
carload lots. 
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In other words, a carload of newsprint would run a weekly 2 or 
3 years. He wouldn’t have any place to put it even if he could finance 
it. 

Therefore, he must depend upon his broker. The broker or mer- 
chant doesn’t manufacture a ton of newsprint. He can only buy from 
a producer. 

If he is cut back, like the publisher is cut back, regardless of the 
reason, then he can only cut back with these smaller papers. 

But the trouble about cutting them back is that you are just pulling 
teeth when you take a ton of newsprint away from these small users. 

All of us can remember when the corner grocery store could buy 
in considerable lots. Things have happened to his business. Now he 
is dependent on a wholesale grocer or something and has to buy a bar- 
rel of sugar.and all those things, and can only buy it where he can 
find it because he hasn’t got the capital or doesn’t need it in the stores. 

So the tragedy of the newsprint supply situation in my book is that 
the smaller man can’t protect himself contractwise. In the contract 
he makes with the merchant or the broker it is only good to the point 
that the merchant or broker can get the newsprint to sell, because he is 
in effect a middleman. 

Senator Purretu. May I ask a question? Have you any idea what 
percentage of the production of Canadian newsprint, or rather, pulp, 
and American pulp, percentagewise, goes into the spot market? 

Mr. Wittrams. I know nothing of pulp. Icandothe research. But 
on newsprint, I would say that it was less than 1 percent. I will put 
it this way. I think 99 percent-plus of the newsprint that was pro- 
duced by the existing manufacturers was already under contract, was 
sold under contract at the contract price. But here is the qualifying 
thing. 

Some of those contract users were merchants or brokers who would 
say they bought 10,000 or 15,000 tons. I think there were instances 
where those people sold.that newsprint at high spot prices and picked 
up a fast dollar. There wasn’t anything illegal about it, and they 
bought it under contract. 

T do not know of a producer in Canada or the United States that 
deliberately withheld contract newsprint from his contract suppliers 
so he could profit by selling it at the spot market. I think that is 
what you are driving at. 

Senator Purtreti. That is what I wanted to know, yes. 

Mr. WitutaMs. This failure to meet contract commitments has 
forced many publishers to buy the newsprint they had to have on the 
spot market at exorbitant prices, thus increasing their financial 
burden. 

CANADIAN POLICIES 


Because of the almost wniversal policy in Canada during the past 
decade of increasing capacity by speeding up existing equipment, there 
is a noticeable uniformity in the amounts of added capacity by most 
Canadian companies. The Maritime Provinces producers, including 
Newfoundland, increased capacity 13 percent between 1950 and 1957; 
those in Quebec, 25 percent in the same period; in Ontario and Mani- 
toba the increase was 32 percent. Only in British Columbia where one 
mill was built and another company installed new equipment in addi- 
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tion to speeding up older machines, was the increase substantial. In 
this region 95 percent has been added to capacity in the past 7 years. 

At no time during this period did the operating rate of Canadian 
producers fall below 100 percent. The 10-year average is over 102 
percent. 

Senator Lauscne. May I interrupt?—102 percent of what? 

Mr. WituiaMs. The way they rate capacity. You might normally 
ask how can you make more than 100 percent. What they do is to 
have a particular machine and they watch it and what it produces in 
the year 1956. If it produces more than in the year 1955, that addi- 
tional machine production is then charged up as a rated capacity. 
Overall it means they can speed it up and run it faster and do a variety 
of things. 

Yet in spite of all these favorable conditions only four new machines 
were installed in Canada between the end of the war and 1956. 

In the United States there was little existing capacity which could 
be speeded up, so practically all increased capacity has come from 
new machines. Installing new machines is much more expensive than 
speeding up old equipment. In meeting these greater costs of expan- 
sion, the United States was aided by the conservative expansion policies 
followed in Canada. 

In effect, the Canadian producers, with two notable exceptions, were 
willing to give up large sections of the United States market. The two 
exceptions are International and Bowater with Canadian affiliations 
which have constructed new mills in the Southern States. 

What underlies the policy of most Canadian producers up to now is 
puzzling, particularly in the light of a report by the Newsprint Asso- 
ciation of Canada on the long-run prospects of world production and 
consumption and the part the Canadian industry must play in the 
future. 

This report, prepared for the Gordon Commission, which is looking 
ahead 25 years into Canada’s economic development, points out that 
if the newsprint needs of the world are to be met in the future, Canada 
must double its present production. The report indicates Canadian 
pulpwood resources are sufficient to permit doubling present produc- 
tion. This implies that any producer could have increased production 
in the past more than it has done either by new machines or new mills. 


CONCLUSIONS 


The ANPA does not believe the small margin between supply and 
demand now existing, if actually it does exist, and which gives every 
indication of staying tight through 1960 offers any promise that 
United States newspapers may not again be faced with the necessity of 
buying newsprint in the spot market at exorbitant prices. 

The ANPA believes producers cannot continue to operate in excess 
of rated capacity for an indefinite period of time, shutting down oniy 
on Sundays for necessary maintenance work at overtime rates. 

The ANPA believes that there should be additional available news- 
print to meet unexpected increases in newsprint consumption which 
can and may occur, not to mention strikes, fires, water shortages, box- 
cars, et cetera. 
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The newspapers of this country do not again wish to be faced with 
the situation existing in 1956 of oversold production, cutbacks in 
deliveries, and inadequate stocks on hand caused by the failure of 
producers to meet their contract commitments. 

The ANPA believes there should be sufficient production of news- 
print to create a competitive market which does not now exist because 
of the close balance of supply and demand. 

Newspaper publishers believe they have the right reasonably to 
expect from newsprint producers a stable, uninterrupted flow of suffi- 
cient newsprint to satisfy newspaper needs and provide a cushion for 
emergencies at a price sufficient to support this increased capacity and 
provide an adequate and reasonable profit margin over the long range. 

The ANPA would like to see better relations existing between pro- 
ducers and their customers and a better spirit of fair play and mutual 
cooperation. 

I don’t know whether the members of the committee—I tried to 
briefly give you an overall picture, and if there are any questions, I can 
answer 

Senator Lauscue. I would like to ask you a further question. On 
page 7 you make the statement “What underlies the policy of most 
Canadian producers up to now is puzzling.” 

Are you willing to go beyond that and give your opinion concern- 
ing the fact they ‘have not stepped up their production in accordance 
with the expectation or pr udence which you suggested 

Mr. Wittrams. My opinion is that at no time before the beginning 
of a year—and I realize I am taking in a lot of territory—have the 
Canadian producers not said they had ¢ apacity to take care of our 
needs. It is hard for us to go behind that, because they ought to know 
more about their ability to produce than we, as consumers, 

But in the face of that, he did not have enough newsprint, all things 
considered, to supply us. 

Many of the Canadian producers, are old enough, as I am, to remem- 
ber the terrible overexpansion in Canada and the way they were 
burned. There was a time when you could build a mill in Canada 
by getting a blueprint and walking down and financing it. There 
was much overexpansion. But that wasn’t peculiar to Canada. We 
have had some of it in the United States, of other types of business. 

My feeling is that the Canadian industry is still living in the period 
of a child that was burned with fire and does not want to expand un- 
til the need is not only apparent, but must do it to stay in business. 

Senator Lauscue. You suggest expansion of production ? 

Mr. WitttaMs. Yes. 

Senator Lauscne. Do you have in mind that that should be stimulat- 
ed mainly in the Canadian area, or that our Government ought in some 
way to stimulate increased production i in this country ? 

Mr. WitrraMs. Senator, if I could just take a minute. I happen to 
have been secretary—I was with he Southern Newspaper Publishers 
Association before I went to New York 17 years ago. I was secretary 
of the publishers committee that built the first mill in the South xt 
Lufkin, Tex., I believe that the United States should have more pro- 
duction, just in enlightened self-interest. 

I think we should not have to depend as much as we do on Canadian 
newsprint for our own use. I think, generally speaking, the way to 
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get additional newsprint production faster is in the genera] southern 
area, using the pine tree. 

West of the Mississippi River, as you know, there are huge amounts 
of public lands. I think this or some other committee has got a prob- 
lem to see how we can use some of that wood, instead of letting it rot 
or fall. 

I have been told and I believe that you can do intelligent reforesta- 
tion and grow more trees than you can ‘by just letting them stand there. 
There is a project in Colorado where the beetle has cut into wood and 
they are building a small newsprint mill in Colorado. But the diffi- 
culty, if you are a present producer, producing newsprint, you just 
don't go out and encourage somebody else to build a mill. And you 
constantly say “You just don’ t know this like we do and you are stu- 
pid to put your money in it.” 

We find if you get a lot of that conversation, it is reflected in the 
financing circles, in the insurance companies and the investment houses. 
So what we are tr ying to do is to constantly preach fundamentally first 
that the daily newspaper is not a dying business, that we are going to 
be around and in business, and grow reasonably with the overall econ- 
omy. 

If we do, we are going to need more newsprint than we are now 
getting. 

It is not right to have us depend on production that is running at 
102 percent. I for one would never advocate the building of newsprint 
mills by the United States Government to assure an adequate supply, 
because if they did I can imagine this committee wouldn’t have an 
easy time of distributing the output. 

But what I am saying is that there is a long-range policy in my 
opinion that should be reviewed as to the availability “of wood. Can- 
ada has plenty of wood now and in the foreseeable future. But in the 
United States, I can cite you statements which say there are no more 
sites or areas in the South to build a mill. I don’t agree with that. The 
pine tree grows pretty fast. From the pine tree for making newsprint 
you can get, with any kind of reasonable production, in 15 years the 
same amount of newsprint it takes 60 years in the North where hem- 
lock, or poplar, or spruce is used. 

The CHarrman. The reason Mr. Williams is such an expert on 
southern pine is he comes from Georgia. 

Senator Monronry. Is the cost of production in the South competi- 
tive ? 

Mr. WiuraMs. Yes, sir. The Lufkin mill—the first mill built in 
the South—is one of the most profitable mills in the world. But that 
happens to have been one of those lucky turns of fate. It was built 
when everybody said there wasn’t any use in doing it. I am not an 
authority on the costs of production, but my belief is that the newer, 
more modern mills make a higher rate of profit, even though they cost 
more, than the oldtime mill. It is just like if you don’t modernize a 
store or an automobile factory. You soon find yourself out of business. 

I think some mills have been a little slow in modernizing. 

Senator Monroney. I remember when Lufkin was built. How 
many more such mills do we have in the South ? 

Mr. WiitraMs. Lufkin, is installing additional machines. The 
other mills in the order of their building was Coosa River in Alabama. 
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Then came Bowater, in Tennessee. Then International, which I think 

yas the most significant because International was the largest Canadi- 
an producer and they decided that they were going to build a mill at 
Mobile, Ala., and start producing newsprint in the United States. 
As you know, they are building one now at Pine Bluff, Ark., that should 
be in production by the end of this year. 

So two mills with Canadian affiliations, International and Bowater, 
are now building in the South. I frankly believe more Canadian pro- 
ducers, if they want to keep the United States market, must seriously 
consider producing newsprint in the South or the Far West or the 
Middle West, or somewhere else in the United States. 

Senator Monroney. You have a distinct freight advantage too, don’t 
you, in producing in this country, except New York or C hicago? 2 

Mr. Witu1Ams. Newsprint now is sold on a zone price. 

Senator Porrer. When was that zone price put in? Was that put 
in during the OPA days? 

Mr. Witu1amMs. The zone price came in a little after World War I, 
during the year 1929, I think. The zoning in my belief came about— 
I happened to be living in the South then—because International 
Paper Co. had a mill in ‘New foundland, and there wasn’t any way to 
ship by rail from Newfoundland. You had to use water. They em- 
barked on a selling policy that brought newsprint into the South at 
the ports. They started zoning, and it came about after World War 
I—around 1929. Zoning has its exponents on both sides. 

Of course the closer you are located physically to a mill, the less 

sympathy you have for zoning. 

Senator Porrer. We are loc: ited fairly close. 

Mr. Wii1aMs. The reason, in my opinion, zoning has survived is 
the fact that it happens to serve apparently the larger number of in- 
dividuals, if not of tonnage. 

In my opinion that will change with mills in the South. When we 
built the mill at Lufkin, Tex., publishers signed contracts agreeing to 
pay for the newsprint made in Texas the same price they would pay if 
they were buying from Canada. That was done to help a new, young 
mill get on its feet. It wasn’t from a standpoint of logic or com- 
petition. 

Senator Porrer. Is the freight rate paid from the mill to the 
border or to the zone ? 

Mr. Wiuu1aMs. In zone 4 all in that zone pay the same. What that 
means, generally speaking, is that it is the price at the mill plus the 
average of all the freight rates to that zone. 

In other words, the freight rates would be higher at the end of the 
zone than it would be closer. Some of these zones are larger. 

Mills now producing in the South, International, for instance, have 
changed their zones because of the mills in Alabama and Arkansas. 

Senator Porrer. I have a map here of the zones. I cannot see any 
reason for the type of zoning that they have. In the first place, it 
would seem to me that if they would have their actual freight rates 
from the Canadian border to the purchaser it would make sense. We 
pay, for example, in Detroit, right across the river from Windsor, as 
much for our newsprint as they do in Des Moines, Iowa. 

Mr. WitttaMs. I wouldn’t recognize the present zone system in 
contrast with the beginning. There has been an evolution of it. But, 
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omens speaking, I would say that the zoning system originally was 
related to the cost of transportation and delivery because you had to 
start with some kind of a premise. 

Senator Porrrr. When they started the zone system, prior to that 
time they paid actual freight costs? 

Mr. Wiuui1AMs. It was f. o. b. mill. 

Senator Porrer. Our zoning came into being. How did this hap- 
pen to start in the first place. 

Mr. Wit11aMs. International Paper Co., if I remember correctly, 
was the first mill that started zoning. I have always thought that was 
because of the selling policies they were beginning to pursue with re- 
spect to serving the ‘Southeast and the oulf, they ‘had to have a zone. 

In other w ords, if you had newsprint in Newfoundland and had to 
bring newsprint across to Nova Scotia and put it on freight cars, there 
wasn’t any use in trying to compete in the South because of the cost. 

The International Paper Co. had their own boats. They brought 
in newsprint and stored it. 

Senator Porrer. By having these zones, you have discouraged the 
production of paper in the South, haven’t you ? 

Mr. Witx1aMs. Yes; but they were Canadian mills. They weren’t 
interested in promoting it. It was only by main strength and in the 
hard way that we got the first mill in the South. And unless the pro- 
ducer today himse elf wants to put up a mill in the South, he is not 
advocating that anybody else do it. 

Senator Porrer. But the zoning is something that our Govern- 
ment—we establish the zone, don’t we 4 

Mr. Witttams. During OPA, but now there is no governmental 
recognition. And an inter esting thing—not to you gentlemen—is 
that I read in this morning’s paper where the Supreme Court of the 
United States yesterday unanimously struck down a zoning arrange- 
ment of selling in the United States. 

That is one of the reasons I said that I don’t know where zoning will 
wind up. 

Senator Porrer. Mr. Chairman, I would like to suggest that we 
insert in the record at this point, the zone key price differential chart. 

The Cuairman. It shall be included in the record. 

Senator Porrer. Mr. Williams, representing the publishers, do you 
think the zoning arrangement is good or bad ? 

Mr. Witu1aMs. Let me put it this way, because ANPA has news- 
papers of all sizes as members. I think the smaller user located some 
distance from the mill is convinced he is better off with the zone. If 
you buy newsprint f. o. b. mill, at least theoretically you take over 
ownership of that newsprint at the mill. 

If you are a small publisher, you have no traffic department. I 
would say that the large consumer—particularly where he is close 
to the mill—thinks the zone system is long out of date. 

But if he is a small user and some distance from the mill, he still 
thinks zoning has helped him in his price basically. You must re- 
member the small publisher buys in carload lots and pays the same 
price as all the Detroit users do who buy thousands of tons. 

The point I am making is, there is division among publishers. 

Senator Porrer. I know that most of our publishers would like to 
pay the freight rate from the border, if you will, or from the mill. 
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Mr. Wuu1aMs. F.o. b. mill. 

Senator Porrer. To their plant, rather than this zoning arrange- 
ment, because they pay more for freight than the freight costs. 

Mr. Wiu1aMs. That is because it is Michigan, Senator. If he were 
in Iowa or Arkansas—— 

Senator Porrer. They can make their own argument. 

Mr. Wru1aMs. That is what I am saying. 

Senator Purre.y. I would like to ask a question. You show that in 
1956 newsprint consumption amounted to 6,900,000 tons, of which over 
90 percent is used by newspapers. 

our projected figure of newspaper requirements in 1960 is 7 million 
tons. 

Mr. WitutaMs. Yes. 

Senator Purret.. Roughly that would require, as I see it, a United 
States consumption of roughly 8 million tons, since that would repre- 
sent.90 percent of the production. 

Are you saying that the present capacity of the Canadian mills and 
the United States mills are insufficient in total to meet that anticipated 
requirement ? 

Mr. WittraMs. Yes, sir, we are saying that; and even though we 
have a temporary balance as we have now, that is not over the long 
range. 

Senator Purrety. Let’s take the next 4 years. Are you stating now, 
sir, that it is impossible to meet that anticipated requirement without 
expanded facilities for production ¢ 

Mr. WiiuiaMs. Yes, sir. We have said that there should be a mini- 
mum of 500,000 tons expansion beyond what is now known and an- 
nounced if we are to be in reasonable balance in 1960. 

The CHarrmMan. In other words, the substance of Mr. Williams’ 
analysis of the future supply of newsprint—which is probably the best 
evidence we have—is that the future supply is still going to be tight. 
Anyhow it is going to be close. 

Mr. Wiiir1aMs. That is right. Frankly, we are now working on a 
study which we hope to have available in April which will take our 
10-year study made 5 years ago; and we are now going up to 1965. 

I don’t know what it will show, but the reason I took a few minutes 
a while ago was that I used to come down here and testify and would 
be asked, “Isn't radio and television going to drive you out of busi- 
ness ¢ 

I want to try to convince you gentlemen that the daily newspaper 
is here and so far as we know is going to be here for a good while 
to come. 

Therefore, looking toward the future, if all the additional children 
and population and gross national product are reasonably correct, we 
are going to need more newsprint in 1960 than the present projected 
capacity that makes it available. 

The CuHarrman. I think, too, we are overlooking one thing—that 
the demand for newsprint in the world today is greater percentage- 
wise than even our anticipated needs. Newsprint is the only com- 
modity that has worldwide use. Regardless of where you use it. 

Mr. Wiu1aMs. Senator, when you stop to think about it, newsprint 
is the only commodity in the world that is common to every country 
in the world, regardless of what language you speak. 
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Some countries wouldn't want cotton if they had it because they 
wear wool. Others wouldn’t want rice. Others can’t have gold. 

Newsprint is the only commodity on earth that is the same thing 
regardless of the language vou speak, regardless of the government 
that is in control, behind the Lron Curtain or what not. 

Therefore, it is a world common denominator ; and it is better than 
money in a lot of places because you can get more than you can from 
money by having newsprint. 

All you gentlemen have to do is look at these growing figures of the 
‘ate of illiteracy in the so-called underprivileged sections, and in 
schools. In Puerto Rico last year they were hunting for a few tons 
of newsprint to print the schoolbooks on. 

You must remember in all these other countries they use newsprint 
to print the books, not the slick paper we use. 

Senator Purrett. We have many problems we must look into, but 
certainly we ought to start out on this basis: Are we going to have 
available, regardless of price or distribution or anything else, a suf- 
ficient amount of paper to meet our growing needs / 

You tell me that the projected figure shows that we will still be short 
500,000 tons in 1960 for our newspaper requirements. 

Mr. Wriut1aMs. The overall total out of which we take our part / 

Senator Purrey. I am using your figure, assuming that the per- 
centage of consumption by newspapers is the same. 

Mr. WitiraMs. Part of the situation, Senator, lies in the fact that 
Canada is by its very nature an exporting country. It has got to stay 
in the world markets to preserve its balance of trade. 

So in the American Newspaper Publishers’ Association we think, to 
avoid our being in a tough, tight, high-price situation, we must have a 
minimum of 500,000 tons additional capacity beyond that now an- 
nounced. 

You must remember 1960 is just 3 years off and you can’t build a 
newsprint mill even if you have the site in much less than 3 years. 

Senator Purrert. What you are saying, then, is we have either got 
to find expanded productivity in Canada or the United States, or 
other sources for newsprint; is that correct / 

Mr. WituraMs. That is right, and the raw materials are in both 
countries. 

Senator Porrer. Mr. Chairman, if you will permit, I would like to 
ask a couple of questions concerning the price of newsprint. 

We purchase over 70 percent of the Canadian production of news- 
print, and about 500,000 tons is used in Canada. Is the Canadian price 
of newsprint the same as the American price? Is the price to the 
publishers in Canada the same as the price to American publishers ‘ 

Mr. Wituiams. No. They have what can be termed a zone pricing, 
but it is not actually zoned, as I understand it. You must remember, 
they are very close to the newspapers there physically, their location. 
They do not have a zone price, but it is in effect. 

You, of course, are familiar with the Quebec situation. 

Senator Lauscue. Senator Potter, are you trying to learn whether 
they have discriminatory prices favoring — 

Mr. Wiuiams. No, sir; I wouldn’t say from my knowledge that 
the price to the Canadian publisher 

Senator Porrer. In other words, the differential in price is just 
the differential in freight. 
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Mr. Witx1ams. I would say that from my information and belief 
the Canadian publisher is paying relatively as much as we are in the 
United States, mindful of his physical location. 

Senator Porrer. Is the same thing true of overseas sales by the 
Canadians? 

Mr. Wuu1ams. No. I would say that the publishers in foreign 
countries are paying a higher price for their newsprint than we do 
here. But part of that is tr ansportation costs if he buys in Canada. 

Senator Porrer. I meant by my question, are they paying more or 
less at the mill than we are paying ¢ 

Mr. WiuiaMs. Oh, no; it is all the same. In other words, if you 
were an established buyer in Central or South America or in South 
Africa, and had nor mally been buying from Canada, you pay a price 
which is f. 0. b. mill, which I would say is substantially the same as 
our f. 0. b. price. 

The Cuarrman. I may not be correct in this, but it is my understand- 
ing that Canadian publishers have a better type of contract for a 
continuing supply. I do not know; I have never seen one of their 
contracts. 

Mr. Wiiu1aMs. But, Senator, regardless of his contract, in en- 
lightened self-interest a Canadian producer ought to go further in 
pleasing the Canadian publisher who is in his own country. That is 
aside from the contract. 

Senator Porrer. Were the Canadian publishers charged an extra 
$4 a ton when this last price raise was announced / 

Mr. Witurams. I do not think there has been any announcement. 
I don’t recall, but they got the last increase prior to that. My guess 
is that it has actually come to pass as of March 1, but I haven’t seen it. 

They have a little different price problem in Canada in view of the 
attitude of the Premier of Quebec, where more than 50 percent of the 
newsprint in Canada is made. 

Senator Porrer. He has more than a casual interest. 

Mr. WrtutaMs. Last year he passed a price-control law which has 
never been enforced, but is still on the statute books. 

Senator Porrer. I have heard reports to the contrary, that Canadian 
publishers pay a lower price, not reflected in the freight differential, 
but a lower price than the American publishers do. 

Mr. Wrii1aMs. It has been my information and belief that the 
Canadian publisher, mindful of his physical location and the freight 

rate in which it is not actually zoned, does pay the equivalent of w hat 
we would pay if we were on an f. 0. b. mill price. 

Senator Porrer. What has disturbed me is the fact that with this 
last $4 increase, I have here, which I would like to make a part of 
the record, Mr. Chairman, the income of the leading Canadian and 
American manufacturers of newsprint in the period 1950 to 1956; 
1955 and 1956 were excellent vears. Most of these companies made 
what I would call exhorbitant profits. So the increase in price wasn’t 
dictated because they were losing money in their business. They had 
to defray business expense, but ‘it was done because of the tightness 
of the market. 

Mr. Witt1aMs. Senator, it is my belief, and I think we can prove it— 
whether anybody agrees with me or not is something else—but I think 
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we can prove that the American publisher, out of the price of news- 
print, has paid for current expansion. 

In other words, normally I think you will agree that when an 
industry expands, it is expected to make some capits al investment and 
not pay for it solely out of current income. 

I think a good part of our price increase has payed for whatever 
expansion has been made, generally speaking, and has placed a heavier 
burden on us. 

I think at the end of World War II the Canadian newsprint industry 
found itself in a tax situation where a good deal of depreciation had 
accumulated. While I am not a tax expert, it is my understanding 
depreciation is something you keep on the books, and you don’t put in 
the drawer in cash, but it is import: int with respect to your taxes, 

I think some of the expansion came out of this depreciation back- 
log. When that was used up, then price increases took care of much 
of it, because up until now substantially all of the Canadian expansion 
has been by speeding up machines, not building new mills and buying 
new machines. 

Senator Porrer. To me if this is the practice—and apparently it 
has been the practice—as long as the market is tight, I assume it is a 

natural tendency. But it puts the publishers and other users of news- 
print at the mercy of the newsprint producers. 

From the information I have here, there is no justification for this 
$4 increase per ton for newsprint other than the fact that the market 
was tight. 

From their business statements, there is no indication that they ran 
into hard times. 

The CuatrmMan. That would be very valuable to have in the record. 

Senator Porrrer. With the Chairman’s permission, I would like at 
this time to put this statement in the record. This was compiled by 
the Library of Congress. 

(The document “headed, Net Income of Leading Canadian and 
American Manufacturers of Newsprint, 1950-56,” is as follows :) 
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Senator Lauscur. Ilas your organization given any study to the 
potentialities up in Alaska / ( 

Mr. WituraMs. Yes. Over a period of years, Senator, we have 
watcher a great deal of money spent by other people, which we didn’t 
duplicate. As I understand it, there is no question about the forests 
being available. 

My information is that the thing that has made it extremely dif- 
ficult to consider production in Alaska has been the cost of power 
installation. In other words, no private producer wants to go into 
Alaska and put up his own powerplant and his dams and those things 
from capital investment and then construct his newsprint plant. 

The Cuatrman. Until Alaska becomes a State. 

Mr. Witi1ams. What I meant to indicate, is that so far as I know, 
there is nothing to indicate that newsprint can’t be made in Alaska. 
It has all the raw material, the potentialities, and all those things. 

Senator Purreity. I would like to make clear we are not in entire 
agreement with your statement about depreciation. I couldn’t let it 
go unnoticed. Actually it may be that that is the practice that they 
engage in in Canada, but it is mighty poor business practice not to set 
up depreciation reserves, because ultimately you have got to replace 
that equipment and you have got to have the money to do it. 

In today’s market you find quiet often—and I am not speaking of 
newspaper people now or your newsprint people—the amount set 
up for depreciation is sometimes as litile as one-third the cost of re- 
placement. 

So you should set your money aside. 

One more thing I want to ask you. How much of this Finnish 
paper has been brought in ? 

Mr. Witiiams. From Finland ? 

Senator Purretu. Yes. 

Mr. WitutAMs. Finland sent in this past year around 159,000 tons. 

The CuHatrMan. Just right there, for the purpose of the record 
in 1956 they sent in 159,796 tons; and for 1955, 135,449 tons. Sweden 
sent in 18,753 in 1956, and only 1,529 in 1955. They have increased. 

Oddly enough, Austria sent in newsprint, 55,189 tons. 

Mr. Wituiams. Austria was big exporter ‘last year because they 
would sell to anybody who would pay the price. 

Senator Purre.. Is it true that most of the volume coming in from 
Finland is coming in at a time when the market will pay a higher 
price than the existing price here? Or can they compete with Canada 
and the United States in newsprint prices ? 

Mr. Wittiams. Yes, sir. 

Senator Purrers. But I thought they might be coming in at a time 
when your spot-market prices are high enough to warrant the cost of 
transportation. 

Mr. Witu1ams. No. It is a long settled policy, and in Finland the 
newsprint in the paper and pulp industry bears a very close relation- 
ship to the Government and its policies. 

But Finland has a definite policy of staying in the United States 
market on a contract basis. While they at times could sell some of 
that newsprint at higher prices, it is their settled policy to stay in this 
market ; and they are doing it because they need the dollars to balance 
off what they must pay for in United States dollars for things that 
they need in Finland. 





32 NEWSPRINT INQUIRY 


Senator Purreni. I was interested. I was in Finland, and knew 
that at that time they were making great strides in the production of 
newsprint. 

Mr. Witiiams. Finland sells newsprint to the Argentine. There 
was criticism of that at the time when Peron was riding high, wide, 
and handsome. Of course the Finns said, “We can’t worry who is 
running the Argentine. We have to import beef and we get beef from 
the Argentine, and we have to send them something to pay for it.” 

Those are the hard facts of life. 

The CuarrmMan. As a matter of fact, that just proves your general 
statement, that newsprint is almost a money commodity all over the 
world. 

Mr. Wiittams. As I say, you can buy things with newsprint that 
you can’t buy with gold. 

The Crarman. Let me ask one question here. Whatever the 
percentages of the United States dollars, does that have anything to 
do in your opinion with the $4 increase ? 

Mr. WituiaMs. Yes, sir. 

The Cuarmman. What percent differential is it now ? 

Mr. Wiuitams. I think the last I saw, the Canadian dollar was 
selling around $4 above the American dollar. When the Canadian 
dollar is at a premium our Canadian friends tell us that is one of the 
reasons, because we pay in United States dollars. 

But they don’t reduce the price when the United States dollar is at 
the premium. And all contracts with United States publishers pro- 
vide for payment in United States dollars. 

Senator Monroney. Does the Canadian price go up, though, when 
the exchange is unfavorable to Canada / 

Mr. Witurams. No. The Canadian price, generally speaking, to the 
Canadian publisher, if it is not done on the exact date, is all done about 
the same time. But they are running into a little trouble right now. 

Senator Monroney. Do they pay in United States dollars? 

Mr. Witutams. Oh, no. The Canadians pay in their own money, 
Canadian dollars. 

Senator Monronery. If they raise the Canadian price to the same 
price as the United States price, then on the world market. they are 
paying more. 

Mr. Wuu1AMs. In effect ; but I presume that is like the value of the 
United States dollar within the United States. You can read about 
what it is worth; but as long as it is related and you are within the 
country, you don’t get the same impact if you have got to convert. 

The Cuarrman. Thank you, Mr. Williams. 

Senator Monronry. Mr. Chairman, I am pleased to introduce to you 
and the other members of the Committee at this time Congressman Ed 
Edmonson, who represents the Second District of Oklahoma. 

The Cuatrman. We will be happy to hear from Congressman Ed- 
mondson at this time. 


STATEMENT OF HON. ED EDMONDSON, A REPRESENTATIVE IN 
CONGRESS FROM THE STATE OF OKLAHOMA 


Mr. Epmonpson. Mr. Chairman, let me express my appreciation to 
you and to members of this committee for affording me an opportunity 
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to present a statement concerning the newsprint situation in general, 
and recent newsprint shortages and price increases in particular. This 
committee is performing a very important service to the American 
press, to American advertisers, and to the American public by holding 
these hearings and conducting this study on a mater which directly or 
indirectly could affect every ¢ itizen of the United States. 

The rights of a free press are guaranteed under our Consituion; and 
the press is without question one of the most imporant guardians of our 
freedom and our liberty, both as a nation and as individuals. Gen- 
erally speaking, we have been most zealous throughout our history in 
guarding against any infringements of the rights. of the press, for we 
have rec cognized that when the freedom of the press 1s placed in 
jeopardy, the freedom of the nation itself will stand in clear and pres- 
ent dange rill all the guaranties of every citizen as set forth 
by the Bill of Rights. 

However, the health of a free press can be endangered in other ways 
than by such unfortunate and ill-advised legislative acts as the alien 
and sedition laws which were enacted shortly after the formation of 
our Republic. The health of a free press, either intentionally or un- 
intentionally, can be endangered by pressures of various kinds, inelud- 
ing both political and economic pressure. 

While I have no intention of implying in the slightest degree that 
there is any intent on the part of any person in the newsprint industry 
to harm any portion of this nation’s free press, I would like to call 
attention to the fact that the net effect of a continuous newsprint short- 
age and of mounting costs of newsprint supplies could play a substan- 
tial part in the gradual elimination of many small newspapers and 
many marginal newspapers, whether large or small, from the news- 
paper field. 

Unjustifiable newsprint prices, like unjustifiable conditions of scar- 
city, can, if they exist, play an importan role in driving weaker news- 
pouewe out of business. However unintentional, these conditions can 
e just as effective as other more obvious pressures which have been 
utilized in other nations of the world to abridge the ability of a portion 
of the free press to survive. 

In this connection, I should like to eall to the committee’s attention 
the following newspaper column, entitled “Journally Sf ME pe 
which appeared in the Vinita (Okla.) Daily Journal of February 8, 
1957. It was written by Mr. O. B. Campbe I], coowner and coeditor of 
this newspaper, and is a discussion of this subject which I feel should 
be brought to the atention of this committee. The column reads: 





The Journal, along with other newspapers, was notified by wire this week that 
newsprint prices are being upped $4 per ton—an increase that seems wholly 
unjustifiable. 

It is a thing that has been going on for the last several years and apparently 
can reach no stopping point. But why? 

The wholesale price of newsprint which was $40 per ton in 1936 had increased 
by the fall of 1956 to $130 per ton, a 225-percent increase and now has been 
advanced by Canadian producers to $134 per ton. 

The few mills in the United States. have now given notice of a similar increase. 

‘The principal raw material from which newsprint is produced is timber ob- 
tained from the forest. Lumber and plywood both are produced from this same 
material. 

It is significantly noteworthy that while lumber prices in the United States 
advanced less than 31 percent in the 10-year period between 1946 and 1956 and 
plywood prices less than 3 percent in that 10-year period, that newsprint, made 
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of the same raw materials as lumber and plywood, increased in price 83 per- 
cent in those 10 years and again was raised by $4 a ton this year. 

American newspapers are almost entirely dependent on the Canadian mills 
for their supply of newsprint. This constant increase has been a major con- 
tributing factor to the forcing of many publications from the field. 

A total of 226 American daily newspapers and 1,475 American weekly news- 
papers have gone out of business since 1936. 

There were 2,189 daily newspapers published in the United States in 1936 and 
this number has been reduced to 1,963, a decline of 10.3 percent, by October 
of last year. 

The number of weekly newspapers published in the country shrank from 11,288 
in 1936 to 9,813, a decline of 13.1 percent, by October last year. 

It would seem to us that this situation can not and should not be allowed 
to go on and on. The very foundations of American democracy are threatened. 

The United States Senate and House of Representatives should investigate 
the possibilities of correcting the situation or of helping in the establishment 
of mills in other areas from which newsprint for our Nation’s newspapers may 
be purchased at a fair and reasonable price, 


During the first 2 months of 1956, a number of other newspaper 
editors and publishers within the Second Congressional District of 
Oklahoma wrote me concerning their problems and experiences in 
connection with the newsprint shortage existing at that time. Al- 
though some assurances have been received this year both by this com- 
mittee and a similar house committee that. the newsprint shortage 
is at least temporarily at an end, this has been challenged to some 
extent. Accordingly, it is my feeling that it would be appropriate 
for me to quote pertinent excerpts from these letters I received last 
year as to how the then-existing newsprint shortage affected newspa- 
pers in Oklahoma. Should similar situations arise again, these let- 
ters could well serve as examples of what might reasonably be ex- 
pected to occur. 

In preface, I might point out that these letters came from both 
daily and weekly newspapers. With one exception, the letters from 
the dailies were from newspapers with circulations of below 5,000 and 
I believe them to be typical of the point of view generally of the small 
dailies in my district. Serving our smaller cities as they do, these 
small dailies are of irreplaceable value to their communities, and their 
health is of immense importance to community life. Their loss would 
create a vacuum almost impossible to fill. 

One editor of a small daily, faced with the possibility he might not 
be able to obtain adequate newsprint for which he had contracted, put 
it this way: 

Of course, as you know, if the (a metropolitan daily with large cir- 
culation) is cut, they just run fewer pages. If we are cut, we just can’t put out 
a paper since most of our press runs are the minimum number of pages anyway. 

Another small daily, which subsequently went out of business, wrote 
in part as follows: 

I am glad that someone has decided to look into the newsprint situation. The 
shortage is critical as far as we are concerned. Being a new newspaper, we 
have been unable to get a contract with any mill, and have had to go on the gray 
market. The first carload cost $183 a ton * * *, The second car we managed 
to get at a regular rate * * *, We have been hunting and searching for enough 
to fill in between cars. We contacted (our first supplier) again, and they said 
they could let us have 13 tons at $210 a ton. He tried to get us sign a 10-year 
contract at the time we ordered the first car, saying he could furnish all we 


needed and guaranteeing the price not to go over $183. We declined to sign the 
contract. Now it looks like the sky is the limit on newsprint prices. They asked 
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us not to contact the mill from which the paper was shipped, stating that the 
mill didn’t know it was going to Oklahoma or they wouldn’t let him have it, 
When the paper came, however, there was no identifying mill name on the rolls, 
and I don’t know where it came from. 


Another editor of a small daily wrote in part: 


The fact that there is an unmistakable existence of a “gray market” undoubtedly 
has great effect on the present shortage through legitimate trade channels. As 
evidence, I enclose a letter which I received today, offering me almost unlimited 
newsprint. You will notice there is no price quotation. This letter comes to me 
while legitimate suppliers are crying about a shortage of newsprint to take care 
of their commitments. During the last newsprint crisis, following the end of 
World War II, I was curious enough, and desperate enough, to write for a quota- 
tion from one of these “gray” sources. As I recall, the quoted price was approxi- 
mately 50 percent above the catalog prices from my regular suppliers. I believe 
that elimination of these diversionary channels would greatly increase the 
supply of newsprint through regular suppliers. 


Another editor of a small daily made these observations, among 
others: 


I regularly receive letters from New York brokers offering to sell newsprint 
in any amounts, but not quoting prices * * *. It is a form leter, and I have been 
told that the price is usually double the regular market price. I have to go out 
and buy newsprint from time to time when our regular carload shipment is 
late—as is the case at present. Naturally, I pay more for this “stopgap” news- 
print than for that in our regular shipment. 


Here are excerpts from a letter from another publisher of a small 
daily: 

While I have not had any serious experiences with obtaining newsprint I know 
of several fellow publishers who have, and I think the situation should be cor- 
rected, if at all possible. 

It seems to me the largest single factor affecting newsprint is the fact that our 
friend to the north (Canada) has a monopoly on newsprint and realize they 
control the supply which they are doing to a fare you well. However, several 
newsprint plants have been put in operation in the United States, but the demand 
has been so heavy their production does not seem to increase the supply. Con- 
siderable black market activity is in evidence, and from what I hear the-———— 
newspaper has been buying newsprint from this source, which is an extremely 
bad situation. The wholesalers, in general, have been taking pretty good care 
of old customers, but according to the salesmen who e¢all on us, they are not 
taking on any new business, and in the event an old customer does not use his 
quota, month by month, or quarter by quarter, or however the customer buys, 
he will lose that amount at the end of the year. Now where the excess news- 
print is going, in the event there is any, is beyond me, unless that. is ending up 
in black market circles. The situation has been and still is critical, and any- 
thing that can be done to remedy it I am sure would be greatly appreciated by 
the newspaper fraternity. 


The publisher of the larger newspaper, to which I made brief ref- 
erence, indicated he had had no real trouble with their supplies, but 
added that he thought “the manufacturers have been ‘laying it on 
pretty hard’ in the matter of price increase.” 

Reports from some of the editors and publishers of weekly news- 
papers in my district reflect similar experience. One of them wrote 
as follows: 


Frankly, it (the newsprint situation) is plain rotten. And I can see no im- 
mediate betterment. Not only is the quantity of the paper being limited, but the 
quality is very shoddy. It is of the quality that many of us would have rejected 
in the days of plenty and would still reject, if possible. 

The answer to the problem is probably a monopoly. In other words, this is 
what has happened. The big mills have divided the United States up into 
sections and each mill supplies that section. There is no competition. Con- 
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sequently, the workmanship becomes poor. And if there is not enough paper to 
go around, apparently it is just tough. I do not know this for fact, but I have 
heard that the mills are * * * running but 8 hours a day. Our mill is in Canada. 
the-—— 





Another weekly newspaper editor wrote : 


We pay around $220 per ton’ for flat newsprint as compared to the national 
rate of some $125 per ton for rolled newsprint in large quantity used by the 
larger dailies. Salesmen cannot tell me why this difference exists to such an 
unusual degree. Salesmen who visit me are very gloomy as to further commit- 
ments On newsprint, advising me that the future is very uncertain. 

Still another weekly editor wrote: 


We have a small building for our newspaper plant, so we made a verbal agree- 
ment with (our supplier) that we would buy all of our newsprint from them 
provided they would store it for us and give us delivery as we needed it * * * 
This they did for the past 6 or 7 years * * * Now that newsprint is short, they 
have told us fiatly that to continue getting the 10,000-pound price we must take 
delivery on the entire 10,000 pounds at one time. This we cannot do—and they 
know it. So we have no alternative but to accept their terms and buy our news- 
print at their price of $10.40 per hundred pounds. They let us know of this 
change only last week. I am enclosing 2 invoices—1 before the price change 
and 1 after. (One invoice dated January 6, 1956, reflects a price of $8, while 
the other, dated January 10, 1956, reflects a price of $10.40,) * * * (This) is 
quite a blow to us. 

Another publisher of a weekly newspaper forwarded me a letter 
from the Oklahoma meres company which supplied him with news- 
print, and excerpts from this letter follow ; 

It appears that Abitibi is the only newsprint mill now serving this Southwest 
territory and, insofar as we are aware, Abitibi supplies all the Oklahoma houses, 
as well as Wichita, Kans., and Texas. I am referring only to sheet newsprint 
* * * IT do know that our company is unable to ine rea their allotment a single 
ton, and for a fact, since the last quarter of last year, our allotment was cut 5 
percent. Abitibi tells us that every contract manent ‘they have was also cut 5 
percent in order to allow them to catch up with their tremendous backlog. There 
is no mill that we can buy from other than this Canadian mill, and all we can do 
is to try to distribute our tonnage equitably among all the publishers who have 
regularly been looking to us to supply them. 

It is my belief that the information included in these letters, repre- 
senting as it does a cross section of opinion and experiences of news- 
paper publishers in northeastern Oklahoma, can be helpful and of con- 
siderable interest to this committee as it studies the newsprint situation 
and its ramifications. 

The supply and demand situation in the newsprint industry is and 
has been receiving the attention of congressional committees, and in 
my opinion such attention should be continued until a healthier situ- 
ation exists. Furthermore, on the basis of such information as I have 
in my possession and which I have furnished to this committee in 

capsule form, it is my belief that a full investigation into the price 
policies of the newspr int industry would be in order. 

Such findings in this connection as this committee may make should, 
I believe, be related carefully with their possible impact upon the 
health of our free press. The actual or potential effects of the various 
phases of the newsprint situation upon our newspapers are of tremen- 
dous importance to this Nation. We must be eternally vigilant on be- 
half of our free press, just as our free press has historically been vigi- 
lant in protecting and preserving the American freedoms. 

The Cuamman. Thank you, Congressman Edmondson. 








i Ww = 


—= we 


a 


wa 


Ms 


er 


ee wt wet ie OF 


~~ 





NEWSPRINT INQUIRY 37 


If there are no questions, the committee will be in recess until 2:30 
this afternoon. 

(Thereupon, at 12:15 p. m., the committee recessed, to resume at 
2: 30 p. m. of the same day.) 


AFTERNOON SESSION 


The CuarrMan. We will come to order. 

We have a long list of witnesses. I have a letter from Congressman 
J. Harry McGregor, 17th District of Ohio, which I would like to insert 
in the record at this point. 

(The letter referred to follows :) 

CONGRESS OF THE UNITED STATES, 
HOUSE OF REPRESENTATIVES, 
Washington, D. C., January 9, 1957. 
Hon. WARREN G. MAGNUSON, 
Chairman, Senate Interstate and Foreign Commerce Committee, 
Senate Office Building, Washington, D. C. 


DEAR Mr. CHAIRMAN: One of my constituents, Mr. Robert M. Beer, publisher 
of the Ashland Times Gazette, has advised me by telephone of another increase 
of $4 per ton in the price of newsprint. A general rise of $4 per ton took effect 
at the start of 1956. This notice was sent to Mr. Beer by the Abitibi Power & 
Paper Co., Ltd. which, I understand, produces more than 800,000 tons of newsprint 
annually. I have been advised that in 1933 newsprint costs were $41 a ton and 
Abitibi’s increase would bring its price to about $134 a ton. 

I, for one, feel that this increase in price is not justified and I would respect- 
fully ask your committee to immediately and thoroughly investigate the pro- 
cedure. I am of the firm ce iviction if this increase is allowed that immediate 
legislation, if necessary, should be passed to protect vur publishers in this country. 
I assure you of my full cooperation to see tha, our publishers get fair and 
equitable consideration. 

Your-investigation of this subject will be greatly appreciated by the writer. 

Respectfully yours, 
J. Harry McGrecor, 
Member of Congress. 

The Cuairman. Mr. Russell is next on the list. We will be glad 
to hear from you. Mr. Russell, for the purpose of the record, is the 
vice president and treasurer of the West Tacoma Newsprint Co. in 
Tacoma, Wash. 


I understand you have a written statement. 


STATEMENT OF GEORGE F. RUSSELL, VICE PRESIDENT, WEST 
TACOMA NEWSPRINT CO., TACOMA, WASH. 


Mr. Russevn. Yes, sir. You have copies of the statement, Senator. 

Our company produces only newsprint paper at its plant in Steila- 
coom, Wash., and is owned exclusively by newspapers. In the appen- 
dix to the exhibit given to the Senators is a list of the new spapers who 
compose the ownership of our company. They are 47 in the States of 
Washington, Oregon, Utah, Arizona, New Mexico and Alaska. 

It. was organized in 1946 by newspapers in Washington, Oregon, and 
California for the purpose of converting an idle book-paper mill to 
newsprint production for their own consumption, so scarce was the 
supply at the time. <A recurrence of shortage created the need for 
additional production in 1952 in the Pacific Coast States and a second 
newsprint machine with necessary accessory equipment was added. 
Additional newspapers numbering 35, along with the original 11, par- 
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ticipated .in financing the expansion to the present rated capacity of 
62,000 tons per year. 

Current production rate exceeds the mill’s rated capacity, however, 
but falls short of producing 1 percent of the total United States con- 
sumption by newspapers. Our mill, therefore, is not a large factor 
in total production, but is of great importance to its newspaper 
owners. In the case of one weekly newspaper it is their sole source of 
supply. In the case of several daily newspapers it is their source of 
up to as much as 40 percent of total requirements; while as to some of 
the larger newspapers it is but one of several sources. 


PRICING OF WEST TACOMA NEWSPRINT 


Your invitation indicated that the subjects under consideration by 
your committee are (1) the price of newsprint; (2) its relative scar- 
city, and; (3) future potential for increased production on the Pacific 
coast. 

The first subject, price, may be covered by the simple statement that 
this company prices its product solely upon internal considerations 
such as its costs of production, et cetera. West Tacoma Newsprint Co. 
has no information on the costs or the price of other producers execpt 
from published sources. West Tacoma’s price to its customers since 
December 1952, has remained at $126 per ton. Since this company is 
a wholly newspaper-owned mill, its pricing policy would have little 
if any bearing on the prices charged by other newsprint producers. 

The Cuatrman. How does that $126 compare with the present price? 

Mr. Russeut.. The price up until the 1st of March 1957 Senator, is 
$130. It will be $134 come the 1st of March 1957. 

The CHatrman. So you would be somewhat under that price? 

Mr. Russetzt. We would be $8, in effect, under the market. 

Senator Lauscur. Were you over the price at any time from De- 
cember 1952? 

Mr. Russe.u. No, sir. 

The second phase of your interest, that of scarcity of supply is a 
matter of grave long-range interest to our company because of the 
likelihood that periods of short supply will recurr from time to time 
in the future. 

The CHaarman. Do you base-that statement generally upon the 
same type of information that Mr. Willimas gave us? 

Mr. Russeiz. Not necessarily, Senator. I will cover some of the 
minor points later. 

It is with this phase of the discussion that West Tacoma Newsprint 
Co. is most vitally concerned. It may be said that this bearing comes 
about a year late for a discussion of present scarcity for current in- 
ventories in the hands of publishers and in transit, according to the 
figures of the American Newspaper Publishers Association, have 
shown substantial gains in the last 6 months compared to the cor- 
responding periods of the yea¥, previous. 

If a guess were projected as to the August 1957 inventory position 
of publishers, logic would support the contention that this supply 
may equal approximately 57 days. While the inventory position of 
Pacific coast newspapers should parallel the total for the United States 
as reported by the American Newspaper Publishers Association, the 
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same factors do not influence west coast inventories that affect the more 
seasonal deliveries on the eastern seaboard. 

Since the end of rationing after World War II there have recurred 
three shortage periods which have adversely affected newspapers’ abil- 
ity to procure adequate supplies of newsprint paper. These shortages 
in the years 1946-47; 1950-51, and 1955-56. While it is a safe as- 
sumption that the fourth recurrence of newsprint shortage of sup- 
ply will not take place during the next 18 months, it is with such a 
next occurrence in mind that now we should face up to its dangers 
and develop means for its alleviation. 

The CrarrMan. Wouldn't it be true also that, looking to the future, 
if there was added production, it would take 2 or 3 years to get. it 
going anyway ¢ 

Mr. Russe.u. That is correct. 

The CHarrMan. So it would come into production in time to meet 
the anticipated shortages. 

Mr. Russet. It is very possible. 

It is possible to increase the productive capacity of our mill in a 
relatively short period of from 18 to 24 months by the addition of 
newsprint manufacturing machinery. But the mere addition of plant 
capacity does not answer the problem of the procurement of a raw- 
material supply from which to produce the product. 

Concern over the availability of raw materials from which to make 
newsprint might well occupy the time of this committee if any sub- 
stantial benefit to the newspaper industry might be had from hearings 
of this type. A representative of this company would not, of course, 
be qualified to discuss problems of raw-material procurement for other 
areas of the United States; so to such problems as arise in the States 
of Washington, Oregon, Idaho, and Alaska, our comments will be 
confined. 

POSITION OF A NEW PRODUCER 


A log-buying mill in Washington or Oregon today is to a great de- 

ree a very unstable and in many cases low-margin venture regard- 
of product, This type operation is almost universally subject to 
severe pressures from the standpoint of maintaining an adequate eco- 
nomical timber or pulpwood supply for a sustained production. 

Sources of raw material for an operation of this type, until adequate 
fee simple second growth timberlands can be acquired and a harvest 
begun, are limited to (a) purchase of open-market logs or pulpwood 
from independent small logging operators; (2) acquisition of timber- 
cutting contracts or outright stumpage purchases from private owners 
by negotiation or bids; (¢c) outright purchases of timber and land by 
the same method; or (d) purchases of Forest Service, State, or other 
publicly owned stumpage sold at public auction. 

Purchases of open-market logs is restricted to a limited number of 
independent producers who are cutting owned woodlots or small tracts 
purchased on cutting contracts from other private owners or publie 
agencies. This source of wood to any sizable mill operations in Ore- 
gon or Washington cannot be considered a dependable supply due to 
competition from various wood-using companies. 

Acquiring of timber-cutting contracts or outright purchases of 
stumpage or fee simple timberlands from private owners has become 
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increasingly restricted due to heavy competition which has developed 
for their purchase over the past few years. 

Senator ScnorrreL. Do you mean their purchases by reason of the 
newsprint requirements or the other products that would then be made 
out of the timber as such ? 

Mr. Russer.. Newsprint, Senator, is in competition with all other 
types of wood requirements such as the production of alfa-cellulose 
pulp and other products which are of generally a higher value than 
newsprint. 

Mr. Cuarrman. Is it not a fact, Mr. Russell, that a high percentage 
of the standing timber in Washington, Oregon, Idaho, has been pur- 
chased or is in the hands of the so-called large timber companies. It 
is my understanding that this timber is being reserved by these com- 
panies for their own use. Would it be possible for you, Mr, Russell, 
to buy any of this timber for newsprint ‘ 

Mr. Russeii. They would never consent to sell it to us, Senator. 

The Cuairman. Have you any knowledge of this timber being sold 
for newsprint purposes ¢ 

Mr. Russexz. Not in the last many years, I understand. 

The Institute of Forest Products in a 1950 report on pulpwood in 
Washington State relates that in 1927 there were 17 pulp mills in the 
State with a daily production of 1,850 tons per day and in 1950, 20 mills 
producing 5,380 tons daily. 

Another factor of particular significance for the Douglas-fir region 
is that as of January 1, 1953, there was a net volume of 288 billion 
board-feet of timber in Federal ownership; 35 billion board-feet in 
State and country ownership, and 270 billion board-feet in private 
ownerships. 

During the period from 1942-54 the log harvest in the region con- 
sisted of a total volume of 112 billion board-feet, and 80 percent of this 
was from privately owned timber. 

These figures are from the Forest Service Timber Resources Review 
and Pacific Northwest Forest and Range Experiment Station statistics. 
Naturally, these factors have influenc ed the |: arge corporations to enter 
into timberland acquisition programs at the expense of the small inde- 
pendent log-buying mills. 

The trend in private ownership of commercial forest land in Wash- 
ington and Oregon is exemplified by an Institute of Forest Products 
1953 report that states 70 percent of the private commercial timber vol- 
ume in western Washington’s peninsula area is in ownerships of 5,000 
acres, and larger; and, of the timber volume, 93 percent is owned or 
under contract to existing mills in the area. 

Needless to say these factors limiting the availability of private 
timber and land have been drastically reflected in the competitive sit- 
uation which prevails today for purchase of Federal, State, Indian, 
and O. and C. timber offerings in Washington and Oregon. Since 
the supply of private merchantable timber is for all practical pur- 
poses held by the larger landowning corporations, an Sets op- 
eration must look to these public sources for any sustained supply for 
present capacity or an expanded production. 

Again, however, the large and well-supplied organizations are in 
direct competition with the non-timber-owning segment of the 
industry. 
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As a result, average stumpage bid prices in the Douglas-fir region 
have tripled on Forest. Service timber from 1944 to 1954 and prices 
on O. and C. 

Senator Lauscrte. What is O. and C.? 

Mr. Russeiy. Oregon and California, Senator. It means the re- 
possessed lands of the Oregon timber situation which were repos- 
sessed from the railroads and others which were granted by the Fed- 
eral demand in the early years. They are repossessed lands, in effect. 

Timber have increased eightfold during the same period as pointed 
out by W. D. Hagenstein of the Industrial Forestry Association in a 
statement to the Joint Committee on Federal Timber in Portland on 
November 22, 1955. 

I think you were there, as a matter of fact, Senator. You might 
recall the details of Hagenstein’s testimony. 

To some extent Mr. Hagenstein attributes the cause of the sharp 
increase in bid prices to artificial shortages created by the Forest Serv- 
ice and Bureau of Land Management in not offering for sale the allow- 
able annual cut on the forest areas being managed by each. 

Senator Scuorrret. How long has that continued, in your judg- 
ment ? 

Mr. Russeiu. I think for some years, Senator. I think you can 
probably get more direct information on that from the Forest Service 
because they have the direct records. I would not like to state just 
exactly how long it has continued, because it is without my direct 
knowledge. 

The Cuamman. One of the facts which I am going to ask the For- 
est Service about: In the national forests in the State of Washing on, 
there are over 3 billion board-feet left standing below the allowable 
annual cut the Forest Service has set. 

Mr. Russe.y. That is correct, Senator. 

The Cuatrman. I shall ask the Forest Service about this. With 
this shortage, why do they not cut up their total allowable number 
of feet ¢ 

Mr. Russeit. Perhaps an answer to that might be the fact that 
those who are actually in need of the logs may not be able under com- 
petitive conditions to procure them because the product they make is 
of substantially less value than those able to compete on other bases. 

I will cover some of these points subsequently. 

The Cuarrman. I think I should bring to the attention of the Sena- 
tors from other States that the lack of access roads ties up timber tracts 
that could be used for newsprint in our section of the country. The 
independent operator cannot get to this timber. 

Mr. Russeii. You are one, Senator, who realizes the problem be- 
cause you have seen the lack of those roads. But I think some of the 
Senators from the eastern part of the country would not realize what 
an access road really is. 

Senator Lauscnr. What do you ascribe to us in the eastern part 
of the United States ? 

Mr. Russetu. In Ohio, Senator, you know 








Senator Lauscur. We have timberlands with maybe miniature ac- 
cess roads, but we have them. 
Mr. Russet. In Ohio? 


Senator Lauscue. Surely. 
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Senator Porrer. I would like, before you go on from that para- 
graph: This timber that you state the Forest Service has withheld 
has created an artificial shortage in that timber that is suitable for 
newsprint ? 

Mr. Russety. Yes, sir. 

Senator Porrer. Or is it the more expensive timber ? 

Mr. Russetx. I will cover that in the next paragraph here. 

It is interesting to note that during the period from 1943 through 
1954 a calculated allowable annual cut on cpreten forests in the 
Douglas-fir region of Washington and Oregon was 1.8 billion ‘board- 
feet, : and the actual cut was 1.2 billion, or only 66 wen wnt of the allow- 
able cut. 

During the period 1944-55 the actual cut on O. and C. lands was 82 
percent of the allowable cut. Mr. Hagenstein further points out that, 
to the extent that the allowable cut has not been offered for sale by 
these agencies, the timber resources administered by each has not been 
managed. 

He stated that when you don’t harvest the allowable cut it is lost 
forever because, by not harvesting it when ripe, a static timber supply 
results, which ends i in not utilizing the full productive capacity of the 
land which it occupies. 

Senator Lauscue. Has any explanation been given by those in au- 
thority why the full allow able cut has not been utilized ? 

Mr. Russetu. I don’t know of it, Senator. 

Senator Lauscur. That is what you were going to to ask? 

The CHairman. Yes, because the Forest Service is supposed to, in 
arriving at the allowable cut, arrive at it from conservation and sus- 
tained-yield practices in effect. But in some cases it hasn’t been put 
out for bids, I suppose, because there is no way to get at it and no one 
would bid. 

Mr. Russet. That is very possible; very possible. 

The Cuarrman. Then we had a practice going on in Washington 
and Oregon for years where the big timber people would indulge i in 
what they call the checkerboard practice. They would buy a section 
here, a section there, and a section there; and then there was a section 
in the middle nobody could get to if they wanted to. 

Mr. Russeiy. Alternate sections; that’s right. 

The CHarrman. A section in the middle just stayed there until they 
were ready to move into it. 

Senator Porrrer. That is the difference between Michigan and 
Washington and Oregon. We had those sections, but they used to go 
through and just cut right over those sections. 

The CuatrMan. That practice came from Maine and spread to Mich- 
igan and then to us. 

Mr. Russevn. That pr actice, | think, started with the land-grant 

railroads, you recall, Senator, with the early grant of alternate sec- 
tions. That is how the chec kerboard has come about. 

The Crarrman. I think it is gradually being dissipated, but that 
tied up a lot of timber for a long time. 

Mr. Russexty. But trying to get across a quarter point, you see, 
Senator. When we owe some timber on this side and another concern 
owns the quarter points, it costs up to $5 a thousand to get across 20 
feet of distance. It is a very difficult situation in some cases. 
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Senator Scuorrre,. Mr. Chairman, I would like to ask this ques- 
tion: Would you, in your considered judgment, think that this prac- 
tice that has been indulged in by the Department in not permitting 
the cutting of the allowable cut has been due primarily, or I say 
95 percent, because of inaccessibility of getting the timber out and 
getting in by access roads? a: 

Mr. Russrxn. I could assign no percentage of responsibility, Sena- 
tor, on that, because I really wouldn’t know how to divide any respon- 
sibility. I wouldn't say that that would necessarily be true or would 
not be true. I think Senator Magnuson could answer that as well as 
I. But it isa factor. I could say that it is distinctly a factor in the 
whole situation. 

Senator Scnorrren. Has your association or group of people in- 
terested in this made requests upon the powers that be for them to cut 
up to their maximum requirement, or permit cutting? 

Mr. Russetx. Not necessarily because it is difficult, of course, to get 
to some of the types of timber, as Senator Magnuson points out. 
might illustrate this by this fact. We have in the State of Washing- 
ton an interesting situation, that you cannot gain access to the eastern 
part of the State from the western part of the State without crossing 
federally owned timber or land. 

There is a strip from the Canadian border to the State of Oregon 
which is complete and uninterrupted, so far as I can gather from the 
maps, Senator—I may be wrong by a half mile or so—but an area 
dividing the center of the State of Washington which is completely 
federally dominated, either by parks or by Federal agencies’ control 
through the Department of Agriculture, the Forest Service. There 
is a mass of area there terrific in its scope and extent, to which on 
access at the moment can be gained under any circumstances, 

As I say, that may be one factor contributing to this thing, 

Senator Lauscur. There must be some east-to-west highways run- 
ing through there. 

Mr. Russetx. There are, but they all go through Federal land, Sena- 
tor Lausche. 

Senator Lauscur. But that is an exeeption. Your statement 
originally seemed to indicate that there was a barrier between the two. 

Mr. Russet. It is like the States of Oregon and Washington. You 
can get across them, but you have to cross a boundary. 

The Cramman. It isa barrier. I could write a book about that. 

Mr. Russer.. I imagine you could. Large corporations have held 
lands and timber acquired over years of time at substantially less than 
current values and have developed road systems which are contiguous 
with many public timber-sale areas. 

They continue to actively bid and purchase such timber when it is 
auctioned, oftentimes in competition with smaller log-buying mills 
whose timber reserves are in such small amount as to be insufficient for 
their support. The large corporation can by bidding excessive prices 
in order to take the sales, then average the cost with the low-value 
stumpage and come out with a reasonable margin on the overall area 
operation. : 

The Crarrman. I think there, too, you see these mills don’t log and 
they have to rely upon logs; and the independent operator, because of 
this, is disappearing. 
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In Pacific County we had 4 years ago 21 gypos, small loggers, inde- 
pendents. Last year there were four left—lack of supply, although 
the timber was there. 

Mr. Russevi. Another benefit which may be gained by such excessive 
or heavy bidding is to influence the accepted fair market value of 
timber in a given area, thus allowing a larger margin upon which a 
capital gain may be taken on adjoining timber held by the company 
for a long period of time. 

The private timber receiving this type treatment then may be placed 
into production at a fair market value thus effecting a possible reduc- 
tion in total income taxes. This treatment of capital gains on timber 
for tax purposes is allowable under section 117 (IK) of the 1939 Bureau 
of Internal Revenue Code—now section 631, you might say. This is the 
new code. 

Senator Lauscue. Are you implying by this statement that a part 
of this problem could be remedied by an alteration of this present right 
under the tax law ? 

Mr. Russevx. I wouldn’t recommend an alteration. I am just point- 
ing this out, Senator Lausche, as one of the factors which prevents the 

ossibility of an independent securing a portion of the bid timber 
from Federal sources. 

I would not recommend for the record revising section 117 (IX) in 
principle. 

Fair market value has different connotations throughout the indus- 
try, and the forest industries schedule which is filed as an addendum 
a the income-tax return form for taxpayers specifically provides 
that— 


the fair market value as of the first day of the taxable year in which such timber 
is cut shall be determined, subject to approval or revision by the Commissioner 
upon examination of the taxpayer’s return, by the taxpayer electing to apply the 
provisions of section 117 (K) (1) in the light of the most reliable and accurate 
information available with reference to the condition of the property as it existed 
at that date, regardless of subsequent charges. 

The value sought will be the selling price, assuming a transfer between a 
willing seller and a willing buyer as of that particular day. 

Accounting firms, while they recognize the Bureau of Internal 
Revenue’s right to reject certain timber sales as not being representa- 
tive of fair market value admit that bid prices are an influence in estab- 
lishing such a fair market value. 

It would not be proper to say these large operators have an income- 
tax advantage since any company may enjoy the same benefits under 
the Bureau of Internal Revenue Code. However, the position of some 
allows them to better their tax situation and simultaneously acquire 
raw material at the expense of and to the ultimate extinction of the 
small log-buying operations. 

There have been enumerated above certain competitive disadvan- 
tages faced by a new mill operation in Washington or Oregon, and it 
can be concluded that in the face of such adverse conditions small 
opportunity for success can be assured such a venture into newsprint 
production. 

Division between public and private timberlands: Figures set forth 
in the 1955 Timber Resource Review show that in Washington State 
commercial forest land and timber volume held by Federal, State, 
or county authority is 9,684,000 acres and 156 billion board-feet. 
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In Oregon, forest land administered by Federal, State, or county 
authority is 16,107,000 acres and 280 billion board-feet. 

For both States, public timberlands constitutes 57 percent as against 
43 percent in private ownership; and public timber amounts to 58 
percent of the total volume compared to 42 percent held by private 
owners. 

Comparing this to the ownership pattern of the entire Nation, which 
shows 73 percent of the commercial forest land and 52.5 percent of 
the timber volume as being privately owned and 27 percent of forest 
land and 47.5 percent of the timber in public ownership, one realizes 
why the policies of the Federal, State, and other public timber admin- 
istrating agencies so vitally may affect the economy and availability 
of timber and timberlands in the Pacific Northwest. 

This ratio of high Government ownership in Washington and Ore- 
gon, compared to other timber-producing areas of the United States, 
indicates clearly the position of a newsprint producer who might at- 
tempt to acquire landownership to support increased production in 
the light of the large areas in the hands of established wood-using in- 
dustries in the area. 

Federal forest land in Washington and Oregon withdrawn from 
availability for commercial timber harvesting since 1930 in the form 
of wilderness and primitive areas has amounted to some 1,685,000 acres, 
and an untold timber volume. 

At present another area under consideration for dedication by the 
Forest Service is the 434,000 acre Glacier Peak wilderness area in 
Washington which alone has some 78,000 acres of timber growing 
area and a volume of 3.2 billion feet of merchantable timber. 

With these constant withdrawals of available Federal timber and 
lands for growing or harvesting timber by private enterprise, restric- 
tion of manufacture to limited areas or certain privileged companies 
and the failure of Government agencies to offer the allowable cut for 
sale, the chance of the newsprint industry developing to a substantial 
degree in Washington or Oregon is rapidly diminishing. 

Senator Sc..orrren. Mr. C hairman, 1 would like to ask one question 
for clarification. You say certain privileged companies. What do 
you mean ? 

Mr. Russety. Maybe I used the wrong word, Senator. Perhaps it 
should have been companies, by the fact they have been established so 
long, have obtained a privileged position. Perhaps that would be 
clarifying. 

‘he CHaAtRMEN. I think what you mean, they didn’t get it by any 
special privilege at the time; but now the situation has made them 
privileged. 

Senator BLiaxiey. Do most of these privately owned timberlands 
come out of what originally had been made as grants from the Federal 
domain for, say, railroads and opening up of the country some gen- 
erations ago? 

Mr. Russe.u. In some instances, Senator, that is correct. Some 
companies have obtained rights from railroads who had public-land 
grants, as I recall it. You will have to correct me on this. You 
know more about this than I do, Senator Magnuson. 

The Cuatrman. I don’t know more about it. 
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Mr. Rvsserx. But that is the case, some private companies have 
obtained grants from railroads in connection with their original pri- 
vate-land grants. 

Senator Biraxiey. What I was trying to learn is this, whether these 
privately owned tracts of land had been acquired in the due process 
of purchase, or whether they came out of grants from the Federal 
Government. 

The Cuatrman. Most of the land, I would say, has come in one way 
or another from the public-land grants, whether they be sy land 
grants to the railroads or whether they be Federal forest areas. But 
most of them have come from purchase by the private people of Fed- 

eral and State owned timber. 

Senator Biakiey. One other question: Under the proposition of 
the extension of the Federal park areas, ostensibly for the public 
welfare—— 

Mr. Russe. I will cover that a little later. I will get to that. 

Senator Porrer. Are these big companies you are referring to lum- 
ber companies ? 

The CuatrmMan. Oh, yes. 

Mr. Russrix. They produce various types of products, Senator Pot- 
ter. They produce pulp, paper, lumber, cellulose products of all 
varieties other than newsprint. 

Senator Porrer. Do you get any of your timber from them / 

Mr. Russet. No, sir. 

The CuarrMan. Research into new uses for timber, which we have 
encouraged, has made all logs more valuable than ever before. The 
large companies realize that they will eventually have use for every 
tree in their forests. The result is that they are not anxious to sell 
these logs to pulpmills. 

Senator Porrer. We have in northern Michigan some of our min- 
ing companies - who have large tracts of timberland. That timber is 
cut off. Some is sold for pulp, and other is sold for other wood prod- 
ucts. But it really goes on the market for whoever can use it. 

I wonder if that was applicable to you. 

Mr. Russeti. I might add, Senator Potter, that the large com- 
panies are doing an excellent job in their endeavor to use the entire 
resource of their ownership. They have developed products which 
are byproducts of the alkdles pulp. For example, they are now us- 
ing the bark as a filler for plastic materials, which had never been used 
before. 

They are recovering lignins, for example, from the wood. They are 
making from the w aste liquors and wood sugars, alcohol from the sul- 
fite process, and so forth. 

All that is left of the tree today in a large integrated mill is like 
the packinghouse—the squeal from the pig. That is about all that is 
wasted. 

There is no known area in Washington or Oregon where, under pres- 
ent pressures within and without the wood- -using industry, a purchase 
or management contract for Federal or pr ivate timberlands could be 
nevotiated to sustain the development of an enlarged newsprint in- 
dustry. 

Impracticability of Alaska newsprint production: As early as 1947, 
West Tacoma Newsprint Co. had explored the possibilities in Alaska 
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relative to the establishment of production facilities that could utilize 
the forest resources of this area 

The Cuarrman. Where are the Alaskans? Are they here? 

Mr. Russetu. I think, Senator, if you don’t mind, you might put 
a screen up behind me and keep the rotten tomatoes and apples away 
from me and I will finish this testimony. 

Senator Buaxety. Mr. Chairman, if this is going to be covered later, 
I wouldn’t want to go into it, but I would like to learn, as I understand 
it, the two main ow nerships of this timber. 

‘One is in large privately owned concerns, and the other is in the 
Government itself. Perhaps it may be controlled by some of the 
States—that which is in public domain. Is this largely State-owned 
or Federal land ¢ 

The CHairnman. Largely Federal owned, and there is a substantial 
amount State owned. 

Mr. Russevi. But largely Federal, Senator. 

The Crarrman. The State lands in our State and in Oregon were 
turned over to the schools. In other words, if there is a sale of a piece 
of State land, it goes into education—like we wanted to do with tide- 
lands oil at one time. 

Because of that, it moves very slowly into the market, even though 
it might be marketable timber. 

Senator Biaxiey. Incidentally, Mr. Chairman, it goes into your 
State school fund, doesn’t it ¢ 

The CuatrMan. Yes: State school fund. 

Senator Brakiry. That is what we were interested in with the 
tidelands, too. 

Mr. Russeiy. But, Senator, that is State-owned lands, not federally 
owned lands. 

The CuarrMan. I am glad for the correction. 

Senator Biuakiey. The point I wanted to get to, with these two main 
sources, What sort of a problem would it make for a beginner to get in- 
to the timber business or to get hold of any timber for any source of 
manufacture and what not ? 

Mr. Russetx. Pretty rough. 

The CuatrmMan. Pretty rough. 

Mr. Russeix. As early as 1947 West Tacoma Newsprint Co. had 
explored the possibilities in Alaska relative to the establishment of 
production facilities that could utilize the forest resources of this area. 
Frequent conversations and exchanges of correspondence were held 
with Mr. Frank Heintzletan— ineident: ally, Senator, Governor 
Heintzleman is here and will later testify—the regional forester for 
Alaska and more recently retired as Governor of Alaska, in an attempt 
to determine the economic feasibility of Alaska as a manufacturing 
point for newsprint for American newspapers. 

Upon obtaining relevant facts on such a program, careful analysis 
was made and the following conclusions reached : 

1. While Alaska contains an abundance of raw material available at 
a relatively low price and suitable for conversion into newsprint, other 
economic factors must be considered which lessen this advantage to a 
point where the overall operation becomes noncompetitive. 

2. While it is true that Alaska has hydroelectric power potential, 
the cost of developing this potential into a usable reality appears pro- 
hibitive. The Bureau of Reclamation of the Department of Interior is 
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reported to be willing to develop power sites in Alaska when an in- 
dustrial market is assured. 

However, such projects require specific authorization by Congress. 
Power costs in Alaska would result in grinding costs up to $30 per 
ton of newsprint compared to the $6 per ton cost in Puget Sound. 
Such a differential would place Alaska costs at a better than $20 per 
ton disadvantage for this item alone. Thus it is apparent that any 
advantage enjoyed due to low stumpage is compensated adversely by 
high power costs. . 

3. Construction costs in southern Alaska have been estimated to be 
from 40 to 50 percent higher than those in the Pacific Northwest. 

4. The higher labor costs in Alaska could be expected to exceed 25 
percent above those in the Puget Sound area. This one factor as- 
sumes large significance since direct labor cost represents a substantial 
portion of the total manufacturing cost of newsprint paper. 

5. It is estimated that water transportation to the California market 
from Alaska would be more than $8 per ton over the costs of com- 
parable water shipments from the Pacific Northwest. 

6. The back-haul to Alaska of certain supplies essential to the manu- 
facture of newsprint, such as sulfur, fuel oil, and so forth, increases the 
cost of these items considerably over the price of the same commodities 
to Pacific Northwest manufacturing points. This additional cost of 
back-haul items could amount to $4 per ton of newsprint, or more. 

These, then, are some of the facts that clearly show why newsprint 
cannot at this time be manufactured on a competitive basis in Alaska. 
It is unfortunate that many Americans are under a misconception 
that newsprint could be produced economically there. This popular 
misconception is largely due to well-meaning but poorly informed in- 
dividuals, and even Government officials are sometimes offenders. 

So much has been said by individuals of, “The coastal bays, inlets, 
fringed with primeval forests,” and, “The flooding streams to bring 
the trees to the mills,” without reference to the other economic facts 
of life pertinent to the competitive manufacture of newsprint, that it 
is little wonder the average American has a misconception of the true 
situation. 

It was in order to obtain some factual information that the Cali- 
fornia Newspaper Publishers Association retained the services of the 
Stanford Research Institute in 1951 to study the problems of news- 
print supply and use, present and future, in the western region. 

In 1952 the institute published its report, The Newsprint Situation 
in the Western Region of North America. This impartial, scientific 
appraisal of the situation by an outstanding organization resulted in 
the following statement relative to Alaskan newsprint mills: 

Newsprint production in Alaska in mid-1952 would be approximately 30 percent 
higher in cost than for a new mill in the Pacific Northwest. Mill realization, 
because of transportation costs, would be 5 percent lower. High labor, power, 
transportation and construction costs—prime considerations in newsprint manu- 
facture—combine to make the development of a project in this area too costly 


at this time, even though Alaska today offers tremendous timber advantages for 
newsprint production. 


FOREST SERVICE POLICY, TONGASS NATIONAL FOREST 


After an interim of almost 20 years, the United States Government 
decided to renew its efforts to establish privately owned and operated 
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pulp mills in Alaska. The Tongass National Forest located in south- 
eastern Alaska was broken down into eight groups and designated 
as pulp timber allotments. 

Portions of these 8 allotments were subsequently combined to form 
4 separate sale units as follows: Ketchikan unit, 8 billion board-feet; 
Wrangell unit, 3 billion board-feet; Juneau unit, 7.5 billion board- 
feet; Sitka unit, 5.25 billion board-feet: total, 23.75 billion board-feet. 

The volume of timber contained in these 4 mits represents slightly 
less than one-third of the total timber volume of 77 billion board-feet 
estimated for the original 8 pulp timber allotments. 

What the disposition is to be of the remaining 50 billion board-feet 
of timber makes interesting speculation, particularly in light of state- 
ments from the United States Forest Service regional oftice in Juneau 
to the effect that the Sitka unit is to be the last pulp sale in the Tongass 
National Forest. Since all four pulp units have now been sold, it 
would thus appear that there is no room in Alaska for the newsprint 
industry, even if certain of the present economic barriers previously 
mentioned could be resolved. 

Senator Scuorreet. Mr. Chairman, I would like to expose my igno- 
rance, but I would like to ask for some information. 

How many thousand tons of newsprint can you get from a billion 
board-feet / 

Mr. Russeni. Two million tons. Wait a minute; you said a billion 
board-feet / 

The Cuatmman. A billion board-feet. 

Mr. Russett. Two million tons. A billion or a million? 

Senator Scnuorprety. I said a billion. 

Mr. Russet. Two million tons is correct; yes. 

The Ciaran. Does anybody know how much you can get from 
a bilhon feet? 

Mr. Russet. Two tons of newsprint groundwood per thousand 
board-feet. 

The Cuatmman. That’s the average. 

Mr. Russevt. A billion feet multiplied by 2 and divided by 1,000 
and you have your answer in tons of groundwood. 

It. could be concluded that the door was shut to the production of 
newsprint in Alaska at the time the first prospectus was issued cover- 
ing the terms and conditions of the first pulp unit sale, for among the 
conditions listed was the proviso that a minimum volume of timber 
must be cut by specified intervals of time. 

The significance of this contractual condition becomes pronounced 
when it is realized that a newsprint mill requires only one-half the 
volume of wood to produce a ton of paper that is required by a chem- 
ical pulp mill. That perhaps will answer your question, Senator. 

To illustrate the effect of this point, the Juneau pulp unit sale re- 
quires that production facilities be erected by 1960 capable of using 100 
million board-feet of timber annually. For a chemical pulp mill this 
would mean a mill of about 250 tons per day capacity. Fora newsprint 
mill, a capacity of 550 tons per day would be required. The initial 
investment for a 250-ton-per-day mill as compared to a 550-ton-per-day 
mill is apparent. ' 

In previous congressional investigations into the newsprint situa- 
tion—and there have been 25 in the last 29 sessions of Congress—it has 
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been proposed that Alaska timber be shipped to the United States for 
newsprint production and require it be used for that specific purpose. 

This proposal has always met with vigorous opposition from many 
groups, principally on the grounds that it would retard the growth and 
development of Alaska. 

This opposing force to the exporting of logs from Alaska is an awe- 
some one and is well illustrated in a statement by Frank Heintzleman 
while he was regional forester for Alaska, on Forest Service policy re- 
garding exporting logs: 

Our policy of requiring local manufacture of Alaska National Forest timber is 
strongly supported by the Departments of Agriculture and the Interior, Alaska 
Loggers Association, and the chambers of commerce, Governor and legislature of 
the Territory. The Seattle Chamber of Commerce also recently endorsed it. We 
also feel it is in line with statements of the President, the military authorities, 
and many Members of Congress to the effect that the Federal Government should 
make special efforts to promote the early development of the Territory. 

With such solid backing against the exporting of logs from Alaska 
and with the last of the pulp unit sales having been made, it appears as 
though Alaska may never be a source of raw materials for the Ameri- 
can newsprint industry. 

Senator Scnorrrei. You mean never, or if they got statehood, do 
you think that might be changed ? 

Mr. Russeiu. It would be hard to speculate, Senator, as to what the 
effect of statehood might be on the import and export of logs between 
States. 

The Cramman. I might say there, it has been a policy of the 
Department of the Interior, through all administrations, to prohibit 
the export of logs from Alaska, and that the matter of opposing the 

sale of pulp units is not a law but a policy of the United States 
Department of Agriculture. 

Senator Porrer. What is the reason behind it ? 

The Crarrman. The reason behind the export of logs has been if 
you allow the export, the industries will not locate up there. 

Senator Porrrer. Here we have testimony that he can’t see any like- 
lihood, for example, of the papermaking industry going to Alaska, 
irrespective of whether there were any logs there or not. 

Mr. Russeti. There will be some testimony opposed to this, Senator. 
But we had to put the money up to put the mill there, and decided 
against-it because of these various factors. 

“The Cratman. And there are four pulp mills now in Alaska. 

Mr. Russet. Only four sales, Senator. There is only one mill that 
is operating at the moment. 

The CuatrmMan. But four have bought the timber. 

Mr. Russeii. That is correct. 

It might, however, be well worth considering that since Alaska now 
has assurance of 4 large pulp mills to contribute to its wealth and 
economy and there still remains some 50 billion board-feet of timber 
uncommitted, a revision of the export embargo policy might now be 
in order. The present embargo merely furthers the interests of the 
large monopolistic type of pulp and paper companies to the detriment 
of the manufacturer of newsprint in the United States. 

The Subcommittee on Newsprint of the Select Committee on Small 
Business in its report to the Senate of the 82d Congress entitled 
“Supplies for a Free Press,” stated : 
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It seems inevitable that Alaska will eventually be developed as one of the 
‘principal sources of newsprint supply. But, unless action is taken by the Federal 
‘Government to establish or expedite such a development, it will probably be 
many years before it occurs. 

Would it not'then be in the best interest of the American people 
for the Department of Agriculture to consider’an interim phase which 
would allow the exporting of logs, for newsprint use only, to Puget 
Sound until such time as the economic factors necessary to the pro- 
duction of newsprint in Alaska becomes economically competitive ? 

It is sometimes difficult to rationalize the philosophy of the Depart- 
ment of Agriculture with respect to their policy on Alaska timber. 
Its officials stand aghast at the mention of logs being exported to 
Puget Sound for conversion into a product essential to the welfare of 
the Nation—a free press—yet they condone the inroad of the Japanese 
into Alaska by selling to them the last available pulp unit in the 
Tongass National Forest. 

The pulp mill the Japanese intend to build at Sitka—providing they 
can raise the capital—will produce a chemical pulp for export to 
Japan. The Department of Agriculture’s policy of requiring logs to 
receive at least primary manufacture in Alaska will have been satisfied ; 
Alaskans will have been satisfied as they want a potential contribution 
to the wealth and economy of Alaska; and the only dissatisfied people 
appears to be a large segment of the American public who feel that 
the natural resources owned by Federal agencies belong to the people 
of the United States. 

Not only have the Japanese acquired the rights to some 5.25 billion 
board-feet of timber in the Sitka unit, but they have recently requested 
the Forest Service to add an addition 4 billion board-feet to their sale 
from the Yakutat area, some 250 miles removed from Sitka, on the 
grounds that the original sale is of insufficient size to support their 
contemplated operation. 

Senator Porrrer. Were the Japanese planning on putting a plant in 
this area? 

Mr. Russet. They contemplate it. 

The Cuairman. That is what they said they were going to do. 

Senator Biake.y. Do we understand this to be the Japanese Gov- 
ernment / 

Mr. Rosse.u. Private people. 

The CHatrman. Private capital in Japan, and they were given the 
rights to the timber in the interim. They haven’t started yet. 

Mr. Russetu. They are having a time, we understand, in raising 
the capital. 

Senator Porrer. Where are they going to get their power ? 

Mr. Russeui. I haven’t asked them, Senator. 

The CHarrMan. But they have the timber tied up. 

Senator Porrrr. The point is, if the Japanese think they can do 
it, why can’t we? 

Mr. Russeti. The power requirement for a pulp mill, Senator, is less 
than the power requirement for ground wood. The two are not paral- 
lel in any regard at all. The power requirement for grinding a ton 
of ground wood requires up to 80 to 90 horsepower-days per ton. For 
the production of pulp, it is substantially less, and can be done with 
steam applied coal or oil. 

Senator Porrrr. Is that what they are going to make—pulp? 
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Mr, Russeix. I don’t know. They are going to make pulp, yes, 
chemical pulp, Senator—not newsprint or ground: wood. Ground wood 
constitutes up to 85 percent of newsprint and is the means by which 
you can prodince 1 ton of paper for a cord of wood instead of half a 
ton per cord, as in the chemical industry. 

Senator Biaxery. Let me ask another question about this Japanese 
business. 

The CuarrMan. Go right ahead. 

Senator Biaxery. Are these Japanese nationals who are investing 
in this on a private basis, as I understand ¢ 

Mr. Kusseii. You can answer that better than I can, Mr. Chairman. 

Senator Biaxety. Do they have these contracts with the Depart- 
ment of the Interior, or whoever handles this? 

The Cuarrman. The Department of Agriculture. 

Senator Buaxery. The Department of Agriculture runs the timber 
business ¢ 

The Cuarrman. As I understand it—we will get all the facts— they 
were trying to develop enough private capital in Japan to come over 
and build the mill. But first they had to have the source of supply 
and made the application, and the unit was granted to them on the basis 
that they would raise enough money in Japa un to start the mill at Sitka. 
What progress has been made on that, I don’t knov’. But the Japanese 
economy is such that the Japanese Government would have to indi- 
rectly participate in the venture because the money would, conceivably, 
come from the Bank of Japan, which is run by the Government. 

Senator BLakety. The acquisition of these timber rights, say, out of 
the Department of Agriculture, came after a competitive arrangement 
or competitive-bid arrangement to the Department of Agriculture 
by all pr ivate 

The Cuatrman. That, I can’t tell you. 

Senator Brakery. Was it a negotiated arrangement / 

The Cnatrman. Where is Governor Heintzleman / 

Mr. HeinrzLeMAn. It was on the basis of a competitive bid. 

Mr. Russe... But that was the only bid, Senator. That was the only 
bid on the Sitka sale, wasn’t it 

The Cnarrman. The witness says, Governor, that was the only bid. 
Is that correct ? 

Mr. HeinrzLeMan. That is correct. 

Mr. Russewu. So, in effect, it was not a competitive bid. It was a 
condition, Senator. 

The CHarrman. Wait a minute; the Senator from Texas is still 
not satisfied. He can’t figure this out yet. 

Senator Biaxery. I am inclined to wonder about the competition, 
too. I don’t know. It seems to me like this is quite a natural resource 
you are dealing with here. It might have a great many implications 
in the disposition of it some way or another. 

The Crairman. I think you would probably find in this particular 
case that this unit was open for bids, and, because of some of the situa- 
tions pointed out here by Mr. Russell, none of our prospective pulp 
producers went up to make the bid. 

Mr. Russetxi. That is correct. 
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The Cuairman. The Japanese came in, and I don’t know what their 
bid was. 

Mr. Russetx. It was the minimum bid that the Forest Service re- 
quired. | 

The Cnatrman. And they got control of the uwnit—on the basis, 
too, I suppose, that there was a commitment that they would go ahead 
and try to raise the capital to put the mill in. 

Mr. Russett. The Senator might be interested, Mr. Chairman, that, 
ut the time this Japanese sale came up, you recall you were quite in- 
terested in some discussions with reference to the State Department’s 
potential injection into this situation after the Japanese, after World 
War IT, lost the Kurile Islands. 

The CuatmrmMan. Yes, and the State Department were very highly 
in favor of this transaction to help smooth relations. 

( Discussion off the record. ) 

Mr. Ressev.. I wilh pass up the rest of that. The rest is that the 
Yukutat Peninsula, which is very suitable to newsprint production— 
the raw material there is suitable for newsprint production—is the area 
which is now requested by the Japanese—4 billion more feet. 

We would like to have you gentlemen of the committee consider 
trying to stop that, if you can. 

The Cx AIRMAN. T' his will all go into the record ; your full statement. 
You say it is interesting to note - that the Forest Service is reported to 
view favorably this request by the Japanese for more timber. 

Mr. Russety. That is correct, from our information. 

Senator Brakiey. Mr. Chairman, an important point, it seems to 
me here, is to consider the interest of the Territory of Alaska about 
having manufactured in their own territory the timber that is there 
and the development of their own economy and industry and so forth. 
It deals separately with the point of whether we are devoting our 
resources to an enterprise other than the economy of the United States 
Government overall. 

The CratrMan. I see what you mean. 

Senator Buakiey. The best I can understand is, even though some 
of the people in Alaska feel that, as a Territory, they are quite up to 
the standard, at least we think they are a part of the United States, 
and that is what interests me. 

The Cuarrman. I think this can be cleared up a great deal by the 
Governor’s testimony here in a minute. 

Mr. Russeiy, This request came at a time when the Japanese were 
still endeavoring—fall of 1956—to raise sufficient capital to enable 
them to construct facilities to utilize the timber allotted to them in the 
Sitka sale unit. Source: USFS regional headquarters, Juneau, 
Alaska. It is interesting to note that the Forest Service is reported to 
view favorably this request by the Japanese for more timber. 

Yakutat Island contains one of the largest remaining stands of pure 
Sitka spruce in Alaska, consisting of a “high percentage of material 
better suited for conversion into newsprint than for any type of puip 
or for sawmilling. The area of Yakutat could very well be the basis 
for an interim program to provide raw materials for Puget Sound 
newsprint manufacturers whose primary or major product is news- 
print for American newspapers. 
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THE OLYMPIC PENINSULA AREA 


Mention only need be made of possible changes in the Olympic Na- 
tional Park to bring forth from certain wailers, parading under the 
guise of conservationists, howls of protest. On the Olympic Penin- 
sula in the western part of the State of Washington, north of the 
Chehalis River and west of Puget Sound, lies a vast area of generally 
mountainous terrain in the western portion of which lies what is termed 
by some, the “Rain Forest” of western Washington. 

In the center of this area Mount Olympus and its adjoining peaks 
dominate the area. In turn, Mount Olympus is surrounded by an 
area originally intended to be preserved by public demand as a park 
under the designation as the “Mount Olympus National Monument.” 
Various revisions of the original boundaries of the “monument” taken 
out of the Olympic National Forest were revised from time to time 
until 1915 when the “monument” was established as an area including 
roughly 300,000 acres. 

In 1933, by Executive order, President Roosevelt transferred juris- 
diction of the “monument” from the Forest Service to the Park Serv- 
ice and in the following year Park Service officials spent several! 
months on the ground investigating the “monument.” Their report 
called for an increase in size to a maximum of 420,000 acres as being 
more desirable. 

Various acts subsequent to 1933 have taken away areas under the 
control of the Forest Service, but owned by the public and adminis- 
tered by the Government, and placed under the jurisdiction of the 
Park Service, until at this time the park itself including the original 
areas designated as the “monument” comprise a total of approximately 
900,000 acres. 

In addition to this area surrounding the Olympic National Park 
are substantial areas of Federal ownership under the administrative 
control of the Department of Agriculture, Forest Service. It has 
been suggested by many persons over the past 25 years, including those 
of undoubted sincerity in their dedication to the constructive purposes 
of conservation, that there are substantia] areas within the confines 
of the park which are not primarily of “National Park caliber” and 
which areas could more logically be considered as areas properly ad- 
ministered by the Department of Agriculture, Forest Service, rather 
than the Department of Interior, Park Service. 

Perhaps the most notable persons who have every surveyed the 
park areas by an on-the-ground examination did so in October of 1934 
at the suggestion of the then President Roosevelt. 

They were: Mr. Preston P. Macey, later superintendent, Rainier 
Park, but then its chief assistant forest ranger; Mr. George A. Grant, 
chief photographer, National Park Service, Department of Interior; 
Mr. O. A. Tomlinson, then superintendent of Mount Rainier National 
Park; and Mr. David H. Madsen, wildlife expert. 

One must bear in mind that these men were directed to examine the 
Olympic National Monument (then 300,000 acres), to recommend pos- 
sible boundary changes and report on an administrative program. 

As mentioned above, their recommendations were that. the park need 
not exceed 420,000 acres to satisfy the public interest, convenience, and 
necessity to which purpose the national parks are dedicated. As 
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pointed out above, the park today constitutes approximately 900,000 
acres. 

The chairman of your committee, the senior Senator from the State 
of Washington, recently made a public statement to the effect that it 
was time to reexamine this subject. With the chairman’s opinion, 
this company is in substantial agreement. 

By permitting the representatives of the Department of Agriculture 
and the Department of the Interior to mutually consult to the end that 
best land utilization may be had by readjusting the areas administered 
by each, substantial progress might be made in the solution of the 
problems arising from the Park Service administration of so large 
an area which is now forever excluded from use as sustained yield 
forest area. 

It is our belief that the executive directors of the respective Depart- 
ments are men of honesty, integrity, and good purpose in the admin- 
istration of federally owned lands in the public interest. The results 
of such consultations could be mutual agreement between the repre- 
sentatives of the departments as to the best land use of the areas 
involved. 

CONCLUSIONS AND SUGGESTIONS 


Your committee could well be at a loss to determine a cource of action 
which might in the future alleviate a dangerous occurrence of a news- 
print shortage which would be of such damage to the free press of the 
United States as to substantially reduce the effectiveness of its power 
to keep a free people fully and properly informed on public issues of 
the day, unless the specific proposals by those here testifying could 
form the basis for such a course of action. 

A. It has been pointed out that newsprint producers in the Pacific 
Northwest are in serious danger of losing continuity of raw material 
availability from the extremely heavy competition of other pulp and 
paper producers who can afford to outbid newsprint producers for raw 
materials offered for bid by Federal, State, and local authorities. 

B. It is increasingly difficult for a relatively new producer of news- 
print in the Pacific Northwest to acquire privately owned forest areas 
from which a sustained yield supply of raw material may be procured, 
because available private lands either have been acquired by or are 
now rapidly falling into the control of strong hands whose present 
ownerships of land and timber exclude the possibility of any new 
producer of newsprint in the area being supported substantially from 
such sources. 

C. We have stated that, in our judgment, it is impractical economi- 
cally to produce newsprint in Alaska and deliver it to American news- 
papers at competitive prices. It has further been pointed out that the 
present rules and regulations of the Forest Service against the export 
of logs from Alaska to Puget Sound, where the production of news- 
— would be, and is, competitively practicable, excludes West 

acoma Newsprint Co. and other future newsprint producers from the 
use of the vast and unused raw materials now available in the Tongass 
National Forest. 

D. It should be repeated that present Alaska timber policy effec- 
tually preserves for the large pulp corporations a continuous oppor- 
tunity of monopoly in the use of Alaskan raw materials. It should 
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be emphasized again that, by State Department intervention, the Jap- 
anese have been permitted to enter Alaska for the use of its raw ma- 
terials, and in this connection this new development of reverse 
nationalism as an instrumentality of State Department diplomacy is 
another factor which compounds this situation. 

To sum up our statement, there are following some specific sugges- 
tions offered for your consideration which, if acted upon and their 
ideas effectuated, in our judgment will— 

(a) Make possible expansion of newsprint production in the 
States of Washington, Oregon, and Idaho and hence reflect relief 
throughout the United States as a whole; 

(b) Over a period of years, reduce the now primary dependence 
of American newspapers on Canadian sources of supply, particu- 
larly in the Western States and Alaska; and 

(ec) Act as a check on unreasonable and unjustifiable pricing 
of newsprint paper to American publishers that would be detri- 
mental to the long-range interest of a democracy in maintaining 
the economic freedom of its newspapers. 


SUGGESTIONS AND RECOMMENDATIONS 


1. This committee should recommend to the Department of Agri- 
ome (Forest Service) that— 

Administrative rules and regulations of the Department be so 
<a as to establish one or more newsprint sale units in Alaska 
operating under sustained-yield management at points such as Yuka- 
tat or other equally suitable locations or areas in the Tongass National 
Forest. 

B. The allowable cut from so-called newsprint sale units be de- 
clared exportable in the form of logs to the United States, but with 
restrictions and requirements that when and if so exported, the logs 
only be used for the manufacture of newsprint paper for American 
newspapers by producers whose primary and major production of 
paper products is newsprint for newspapers. 

2. This committee should recommend to the Department of Agri- 
culture (Forest Service) that— 

A. Administrative rules and regulations of the Department be re- 
vised so as to permit reservation of a portion of the allowable annual 
cut from national forests in Washington, Oregon, Idaho, and Mon- 
tana for bidders whose primary and major production of pulp and 
paper products is newsprint for sale to American newspapers. 

B. The cut so reserved for newsprint end use shall be in the amounts 
and of the species which in the judgment of the Department will an- 
swer the requirements of users for which the cut may be reserved. 

3. This committee should recommend to (1) the Department of the 
Interior (Park Service) and (2) the Department of Agriculture 
(Forest Service) that— 

A. Representatives of both Departments be instructed to consult 
to the end that Federal lands in the Olympic Peninsula in the State of 
Washington administered by each Department be examined with the 
view of ‘recommending best use of lands and their allocations to the 
respective Departments in the public interest, convenience, and neces- 
sity. 
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B. In accordance with the recommendations of the joint representa- 
tives of the Departments, the Secretaries of Interior and Agriculture 
be empowered to make interchange, transfer, or other agreeable re- 
adjustments of their administrative areas in the Olympic Peninsula of 
the State of Washington to the end that the best use be made of such 
areas in the public interest, convenience and necessity. 

The Cramman. The appendix is a list of newspapers, which will 
go in the record. 

(The appendix is as follows:) 

APPENDIX A 
NEWSPAPER OWNERS OF WEST TACOMA NEWSPRINT Co. 


Original newspaper stockholders, 1946-57 


San Diego Union-Tribune Tacoma News Tribune 
Los Angeles Times Everett Herald 

San Francisco Chronicle Bellingham Herald 
Oakland Tribune Aberdeen World 
McClatchy Newspapers Yakima Republic 


Eugene Register-Guard 


Subsequent newspaper stockholders, 1952-57 


Albany Democrat-Herald Salem Statesman-Journal 
Anchorage Daily News sremerton Sun 

Anchorage Times San Bernardino Sun 

Cheyenne Newspapers Santa Ana Register 

Speidel Newspapers San Rafael Independent Journal 
Colorado Springs Free Press Santa Monica Evening Outlook 
Imperial Valley Press Provo Herald 

Eureka Newspapers Seattle Times 

Fairbanks News-Miner Sheridan Newspapers 
Longview Daily News Spokane Newspapers 

Compton Printing Co. Temple City Times 

Medford Mail-Tribune Tucson Newspapers 

Peninsula Newspapers Vallejo Times-Herald 
Pasadena Independent Vancouver Columbian 

Pomona Progress Bulletin Wenatchee World 

Riverside Daily Press Whittier News 

Roswell Record Puyallup Valley Tribune 


Sacramento Union 


The Cuarrman. Are there any further questions of Mr. Russell ? 

Senator Porrer. Do I understand one of your recommendations is 
that a certain amount of the cut in Federal timber should be set aside 
for newsprint ? 

Mr. Russet. That is correct. 

Senator Lauscne. Have you thought of the difficulty that would be 
encountered in curing the evil which you earlier described existing be- 
cause the big companies had practically obtained full control? How 
could we avoid that if under competitive sale the Government will make 
available a part of it, let’s say, the Olympic Park ? 

Mr. Russe. By the designation of end use, Senator. 

Senator Lauscnue. That 1s, newsprint; and then on that basis, you 
would be able to compete. If others use it for a different end use, news- 
print is not able to compete ¢ 

Mr. Russeuu. It would not be available to us. 

Senator Porrer. Have you had to raise your price this last $4? 

Mr. Russetit. We haven't taken any action yet, Senator. Our board 
of directors hasn’t considered the subject as of recent months. 
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The Cuatrman. You have had the same price for some time / 

Mr. Russexu. Since 1952, Senator. 

The Cuarrman. Any further questions of Mr. Russell ? 

Thank you. We appreciate your giving us these suggestions. The 
whole statement will go in the record in full because it contains many 
suggestions and recommendations that are pertinent to the problem. 

Mr. Russeiu. Thank you, sir. 

The CHarmMan. Governor, I wonder if we could hear you out of 
turn here for just a minute, if you do know about this Japanese bid. 
For the purpose of the record, this is Frank Heintzleman of Junea, 
Alaska, former regional forester and Governor of Alaska, up until the 
last few days. 

Are you still Governor ? 


STATEMENT OF HON. FRANK HEINTZLEMAN, FORMER GOVERNOR 
OF ALASKA 


Mr. Hernrzteman. No, I retired just about a month ago. 

The Cuarrman. Mr. Heintzleman is one of the long time standbys 
and experts on the timber resources of Alaska. He has been up there 
for many, many years. 

Mr. Hernrzteman. Mr. Chairman, as I say, I hadn’t expected to 
testify on this feature, but I recall that 5 or 6 years ago I was called 
in to Washington from Alaska. I was at that time regional forester 
for the Forest Service in Alaska in charge of the timber there. 

A mission had arrived from Japan to look into the possibility of 
getting certain raw materials from the United States—raw materials 
which they had lost as a result of their losing of Sakhalin, Kurile 
me ey and Manchuria. Among those raw materials was pulp 
timber. 

You may recall that the Japanese were one of the world’s largest 
producers of rayon and cellophane during the war. They wanted to 
get back into this industry. Therefore, they were looking around 
over Asia, over the west coast of the United States, continental United 
States, British Columbia and Alaska, for a new source of wood. 

They were also, of course, looking at Manchuria and Sakhalin. 

I may be mistaken. I don’t presume to talk for the State Depart- 
ment. But I rather got the impression that the State Department 
would be very glad indeed if it were possible for the Japanese to get 
this raw material on this side of the Pacific, rather than to have the 
Japanese thrown into the hands of the Russians for the raw material 
which they would need to revive themselves in this industry. 

I was asked about the possibilities of getting it out of Alaska. The 
Japanese, of course, wanted to take the raw material, the logs. I told 
them that that was absolutely contrary to the policy of the Forest 
Service, of allowing the raw material to be sent out of the Territory 
for manufacture. 

Then after a great deal of discussion in regard to pulp timber, I 
told them because it would be necessary for them to do the primary 
manufacturing in Alaska, the best they could expect to get out of 
Alaska would be this high grade dissolving pulp, which is the type of 
pulp Mr. Russell said was extremely high grade which is necessary 
for rayon and cellophane and nitro-cellulose products. 
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After a great deal of discussion along that line and the possibilities 
of getting it here under Forest Service regulations, I told them that it 
would be necessary for them to bid and we would accept the highest 
bid. We would advertise it and highly publicize the thing all over 
the Pacific coast, in fact through the trade journals of the United 
States generally, to try and get competition for that unit of timber 
which we would advertise and which was finally decided to be in the 
neighborhood of 51% billion board-feet. 

So that was done. We drew up this contract. We prepared a 
prospectus and advertised the thing very widely, set minimum stump- 
age prices in the sample timber sale agreements, and when the time 
came to open the bids, we found that we had only had one bidder, and 
that was the Japanese. 

I forget just exactly when those bids were opened, but it was some- 
time after I became Governor of Alaska and had been replaced by 
somebody else up there as regional forester. 

But of course I have been very much interested in this thing, as 
I have been in all of these pulp developments from Alaska, because 
of the tremendous importance to the Territory in developing these re- 
sources, preparing a foundation under this territory, an economic 
foundation, for the future State. 

Something was said here about the financing of it. As near as I can 
understand from talking with the Japanese specialists and financial 
men who have come over to look this thing over in Alaska, all of the 
risk capital has been subscribed by pulp and paper companies, trans- 
portation companies and banks in Japan. 

I think the project is to cost in the neighborhood of $40 million or 
$45 million. Twenty million dollars of it is risk capital, and the rest 
is to be made through mortgages. And an effort is Sacha made to get 
a portion of that in Japan and a portion of it through investment 
houses and insurance companies in New York City—as I say, part of 
it coming from Japan, too. 

The Cuairman. Here the record should show that the Department 
of Agriculture sent me a letter on April 9, 1956, stating: 

The Alaska Lumber & Pulp Co. holds a preliminary award to a 50-year con- 
tract.for 5.25 billion board-feet of Tongass Forest timber as a result of bidding in 
January 1956. The awardee is an Alaskan corporation which is a subsidiary 
of the Alaska Pulp Co., Ltd. of Tokyo. 

Mr. HeinrzteMan. That is correct. They were told this would have 
to be an American corporation, staffed with Americans. 

The CuarrmMan. The letter continues: 


The information on the stockholders was furnished you earlier. This group 
plans to construct a 300-ton daily capacity dissolving pulp plant at Sawmill 
Creek, which is just south of Sitka. It is expected that a year will be necessary 
for the final design and 2 years for construction. Power needs of the plant 
will be taken care of in the main from steam generation through the burning 
of the waste liquor. 


Senator Biaxiey. Mr. Chairman, that perhaps answers a part of 
a question I was going to ask the Governor. That is, in handling these 
bids, I understood from previous testimony here that in Alaska par- 
ticularly, about the only people that were able to consider bids on this 
timber were very large operators. 

I wonder if the bidders on this timber might not be very few in num- 
ber. I would also wonder if it might be assumed in any event that 
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their lack of interest in submitting bids on this particular tract of land 
might have been by some sort of off-record persuasion or something of 
that kind ? 

Mr. HernrzieMan. I am quite certain, Senator, that isn’t correct. 
There wasn’t any offside persuasion: 

The Cuamman. Some of the American companies that have been in 
the Tongass Forest. hold an accelerated amortization tax certificate 
for the construction of pulp plants, which might be a great advantage. 
Others do not have that. 

Mr. Hernrzteman. You were speaking about the size of the com- 
panies necessary that might be interested mm these Alaskan projects. I 

_think it is true that it takes a pretty large operation up in Alaska to be 
an economical one. But there are of course quite a number of very 
large companies over the United States which are engaged in the 
manufacture of pulp and paper which would have the: finances and 
the know-how and so on and so forth to go into these Alaska ventures 
if they cared to do so. 

I would like to mention, too, that after this award had been made, 
the Forest Service advertised two additional units of timber, very 
large units, and one of those was bid in after a competitive bid offering 
by the Georgia Pacific Co., and that company intends to place a plant 
inJuneau. That is either for the manufacture of newsprint paper or 
the manufacture of high grade dissolving pulp. 

My opinion is that it is going to be dissolving pulp. Then there was 
still another that goes into the town of Wrangel. It involves a 50- 
year contract and 31% billion feet of timber, and would mean the in- 
stallation of a sawmill and also a relatively small pulp mill—not news- 
print, pulp. 

The Crairman. Ketchikan Pulp Co., which is owned by American 
Viscose and Puget Sound Pulp & Timber, plan a dissolving plant, the 
Pacific Northern Timber plans a dissolving plant, a sulfate mill. The 
Georgia & Alaska Co., subsidiary of the Georgia Pacific Plywood is 
the only one that apparently had some plans, from my information, for 
a newsprint plant. 

Mr. HemnrzieMan. That is correct. 

The Cuarrman. And the Japanese have no plans for newsprint 
whatsoever ? 

Mr. HetnrztemMan. No. 

The Cuarrmman. Which bears out what Mr. Russell said. 

Mr. Herntrzteman. I think these companies have decided that the 
time isn’t ripe yet to make newsprint in Alaska. 

Senator Scuorrret. Not to make newsprint in Alaska ? 

Mr. Herntrzteman. Not at this time. 

Senator Birakety. Mr. Chairman, I got the impression that ‘here 
was a strong tendency in our State Department to afford some avenue 
of furnishing this material to the Japanese Government. Therefore 
this area in Alaska was worked out and that interest was what brought 
about the submission of this bid. 

Is that right up to there? Do I understand that after having gone 
to that extent and determined the source of this timber, that we found 
no interest on the part of our own people to acquire any of this timber 
by bid. 

Is it coincidence? Thisis what I am trying to get to? 
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‘Then if nobody had any interest in it, it would make some consider- 
able difference, say, for the development of the Alaskan Territory and 
its resources that somebody else might not be permitted to do so. It 
takes off the angle of whether we are doing it primarily to help Japan, 
or whether we are doing it primarily to get some development in the 
Alaskan Territory. 

Mr. Herrzteman. I can say, Mr. Senator, that it was done pri- 
marily to help develop Alaska. As the chairman knows, I have spent 
years in trying to develop the pulp and paper industry in Alaska, and 
when I found some party who was interested in putting a plant there, 
in this particular case the Japanese, we advertised it on that applica- 
tion. Then we gave it all the publicity possible, because we wanted to 
see whether we could get some competition. We like competition in 
these things. 

Senator Monroney. Was there competition in the other bidding? 

Mr. HetnrzteMan. No, there was competition in none of these units. 

Senator Lauscne. Didn’t you state that on one transaction there was 
a company different from the Japanese who acquired the right? 

Mr. HerntrzteMan. Three others. 

Senator Monronry. But on different tracts. They were the sole 
bidders. 

Mr. Heinrzteman. Yes, but in this case there was just one bidder. 
We had advertised each of these projects on the application of one of 
these bidders. I was going all over the country to see whether you 
couldn’t get more people to bid on them—because we wanted to get 
competition. But I did not succeed. 

Senator Porrer. The people of Alaska are not unhappy about it? 
Mr. HernrztemMan. No, they are very much in favor of this thing 
oing through. 

The CHatrman. Let’s realize this. These were put up in pretty 
large units. 

Mr. HemntzteMan. They have to be large units. 

The Cramman. There would be very few prospective bidders that 
could afford to take a large unit. It would have to be a company 
similar to American Viscose or Georgia Pacific Plywood, or a cor- 
poration of that size. 

Mr. HetnrztemMan. Or the Rayonier or the St. Paul and Tacoma. 
There are quite a few of them who could qualify financially to do it. 

Senator Lauscrie. In these 50-year grants, what guaranties do you 
get insuring that there will be sort of scientific reclamation and re- 
forestation ? 

Mr. Herntzteman. It is all spelled out very closely, Mr. Senator, 
and the Forest Service maintains absolute control over that. 

Senator Monroney. It is tree-farming, isn’t it. You don’t lose any 
of the natural resources. 

Mr. HerntztemMan. None at all. These things are all set up on the 
basis of providing a sustained-yield operation, running it indefinitely, 
and getting reforestation just as quickly as possible. 

In this particular type of forest, we depend primarily on natural 
reproduction. But we take 20 cents from every thousand board feet 
of timber we sell to these companies, put it aside in a separate ac- 
count, and if for any reason through fire or other reasons a particular 
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area doesn’t catch, doesn’t reproduce naturally, we use this money to 
plant, reforest it artificially. 

Someone said—Mr. Russell said—a while ago that the Forest Serv- 
ice was only going to permit four paper mills in Alaska. That is 
just for the time being. It wants to reevaluate or reinventory the tim- 

er before it grants any more sales. 

We can take care of a great deal more in the way of pulp and 
paper, lumber, plywood and other things than we have up there at 
the present time. I think with all of these four things coming here 
at once (all of them are very large—Ketchikan Pulp Co. has $55 mil- 
lion invested there) it is a very good thing to stop for a while and 
revalue the timber, inventory the timber, 1 should say, to see where 
we are going to go from here, how many more we can accommodate, 
where we want them, and things of that sort. 

I should say, too, Mr. Chairman, as you know, that the Forest 
Service has always said that it does not have the authority to tell any 
company what they shall manufacture. We can require under the 
law, primary manufacture within the Territory of Alaska. But we 
cannot say that you have to make newsprint or you have to make lum- 
ber or you have to make sulfite pulp or dissolving pulp. 

Every one of these companies has come in there at the present time 
thinking the thing for it to do is to make this extremely high-grade 
and extremely high-priced dissolving pulp so it can help carry these 
extra expenses because of the transportation, because of labor costs 
in Alaska. They have not decided on newsprint in my opinion—and 
I have talked with all of them—largely because of the high cost of 
power development. That is a primary reason. 

The Cuarrman. Because of the nonavailability of so-called low-cost 
power. 

Mr. Hetnrzteman. We have lots of power in Alaska. In the earlier 
days when I was working in Alaska—I have been there 38 years— 
I was not only making surveys of the timber tracts, but I was repre- 
senting the Federal Power Commission in making studies of the power 
resources of Alaska. 

So I believe I know something about power. It is fair cost power— 
71% mills or even 6 mills per kilowatt-hour. But, we cannot get it 
down to the low cost that you would have down there on the Columbia 
River of 3 or 314 mills. 

The result is that from what I know about the manufacture of 
newsprint paper, instead of your Columbia power cost of around $4.50 
a ton, the power cost in Alaska would be around $11, which is quite 
high. 

T have been told that newsprint companies could pay as high as 
6 or 614 cents or 7 cents. But down in the Pacific Northwest as I say, 
they get it for 314, or maybe less. 

The Cuarrman. In Oregon and Washington we have low-cost power. 
Our timber for newsprint pulp is being utilized at the present time— 
so there is great interest in the resources of our neighbor, Alaska. 

Mr. Russell mentioned the remaining 50 billion board-feet of timber 
in Alaska that has not been disposed of. The committee is to under- 
stand that the door has not been closed on this timber and there is a 
possibility of this timber being offered for sale? 

Mr. Herntzteman. There is no question about it. 
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The Cuarrman. I think we understand that under the law the 
Forestry Department would have no authority to tell people what to 
manufacture. Mr. Russell’s point was that we probably should take 
some action where they could have that authority. I think we are 
agreed on that. 

Senator Lauscue. With regard to the power to direct the end use, 
have you taken your position because the law prohibits you from 
taking any other position? 

Mr. Hein1rztEMAN. I cannot answer that question. I don’t know. 
If the Forest Service advertises its timber to the highest bidder and a 
man came in and said “I can afford to bid more for this timber if 
I am permitted to manufacture it into a higher grade product than 
you have in mind, I don’t know what the attitude of the Forest Service 
would be even if it had the authority to say “No, we prefer processing 
into a lower grade product.” 

Senator Lauscue. It would seem to me you would want to sell it for 
its highest and best use because that would bring the best return. 

Mr. HetnrzteEMANn. That is right. 

Senator Lauscue. But since the statement was made by Mr. Russell 
a moment ago, the issue might resolve itself into a determination of 
whether the highest and best use would be for supplying the news- 
pagers or supplying these other various industries. 

Senator BLakiey. You practically answered my question. I was 
going to ask the Governor’s indulgence to enlighten me. I wanted 
to find out if the bidders for timber would use the same timber for 
some other product instead of for newsprint because of the market 
value. 

Then do I understand that in order to accommodate the newsprint 
business, something would need to be done to force some of this 
manufacture into newsprint in order to provide newsprint as against 
competitive value in an open-market basis? 

The Cuatrman. I think that is exactly the point. 

Mr. Herntzteman. In other words, incentive should be put into 
manufacture of newsprint instead of these higher grade materials, 
which bring a higher price. If that is to be done, I should think the 
incentive might take 1 of 2 courses. 

The first would be public power. 

Senator BLaxiey. One thing further now. Is the additional cost 
of manufacturing newsprint: attributed to the cost of manufacture, or 
is it the usage of the timber itself? 

Mr. Hernrzteman. It is the cost of manufacture. This timber 
makes excellent newsprint but it also makes a high grade of pulp. 

Senator Monroney. It takes twice as much power to grind wood as 
it does to prepare timber. 

Mr. Hetnrzteman. Many times more. In the manufacture of 
chemical pulp you don’t use very much power. You get your power 
in connection with the making of steam, for the cooking of the chemi- 


cal pulp. 

They use the waste material, you see, to make that steam. At 
Ketchikan, the company set up a powerplant to make use of the lignin 
in the wood, which is the part you don’t use for pulp and which con- 
stitutes about 45 percent of | 


the volume of the wood. 
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They set up a plant that would evaporate that waste down to about 
50-percent solids. They added bark and so on and so forth that does 
not go into paper. They also put a little crude oil with it. 

So they are not only getting the steam necessary to run that plant, 
but are developing 16,000 kilowatts of power, and also are recovering 
the chemicals for reuse in the cooking process in making pulp. 

The Cuarrman. I want to clear up one thing. The cost of power 
that you mentioned—the 11 mills or 10, whichever is the figure— 
that would be on an ordinary private development; is that correct ? 
Ts that based on that? 

Mr. HerntzteEMANn. No; I got those figures, and they are right up 
to date, from the Bureau of Reclamation of the Army engineers. 

The CHarrman. Would that be on a Federal project on a long 
payout? 

Mr. HerntzteMan. That would be on a Federal project with a long 
40- or 50-year payout. 

The CHatrman. So either way that cost is high. 

Mr. Hernrzteman. That cost is high, that’s true, either way. 

When we first started talking with the Georgia Pacific Co. which 
holds the cutting rights for this timber around Juneau, we talked 
newsprint all the time. I hoped we might get them interested in 
newsprint simply because we thought it would be a fine thing to have 
one big newsprint plant on United States soil in Alaska when all 
other timber seemed to be going for dissolving pulp. 

But they bid the tract in and started investigating it, and they de- 
cided they could not afford to make newsprint, but that it was a good 
setup for high grade pulp. 

T cant’ talk, of course, for the Georgia Pacific Co. Iam very strongly 
of the opinion, however, that if it were possible to get public power 
in there to the extent of 40,000 or 50,000 kilowatts, the company would 
still consider newsprint even though the power cost them 6 mills, or 7. 
It would save them a tremendous capital investment in hydropower 
at this time when things are very costly, when money is hard to get 
and interest rates are extremely high. An investment of about $35 
million would be necessary to produce this power at the latest figures 
I got on these power sites in the vicinity of Juneau. 

I said there would be two things that might be done as incentives. 
The other would have to do with transportation. The transportation 
costs in Alaska are high to get this pulp down to the railheads, such 
as Prince Rupert, is the most northern Pacific terminus of a railroad, 
that is, the Canadian Northern Railroad, or down to Puget Sound. 

We need a new and different type of transportation up and down 
the Inside Passage, that protected waterway 1,000 miles long, which 
runs from Seattle through southeastern Alaska to Skagway. 

Senator Braxiey. Do the proceeds from the sale of this timber go 
into the Treasury of the United States? . 

Mr. Hernrzteman. That is right. 

Senator BLaxtey. What does Alaska get out of it? 

Mr. Herntzteman. In the first place, Alaska gets 25 percent of the 
gross receipts from the national forest for schools and roads. In 
addition, the Forest Service in Alaska is given 10 percent of the total 
gross receipts for use itself. 

ag the big thing that Alaska gets out of it, of course, is the pay- 
rolls. 
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This plant at Ketchikan employs just about 1,000 people in the woods 
and mill. So, if you use a factor of 4 or 5 to the family, you can see 
what that has meant to a town of 7,000 people. This plant in Sitka 
will mean just about the same, and the plant at Juneau will be even 
larger. 

The payroll is the big thing, and that is the thing that Alaska so 
badly needs—year-round payrolls. Too much of our development 
has been seasonal. 

Our great fishing industry is naturally a seasonal industry. The 
great mining industry, placer mining industry, which we have in the 
interior of Alaska is of course a seasonal industry, too. 

If we want to build up that Territory and increase the population, 
it is going to be necessary to have big payrolls; and the development 
of the timber-using industry seems to be the best thing that we have 
available at the present time for early development of Alaska. 

Senator Brakiey. Would the revenues that you receive from the 
sale of timber that is allotted back to Alaska be sufficient to build 
many roads? 

Mr. Hernrzteman. Oh, no. We are under Federal aid for roads 
too. Of course the Territory itself appropriates money for roads. 
But this money, 10 percent, is given back to the Forest Service. 

I was saying that the transportation on the Inside Passage is some- 
thing that must be changed. We have the conventional type of 
steamers running up and down there now. What we need is some- 
thing in the way of a car ferry or what is called a sea train, that 
would take railroad cars, trucks, and trailers and so forth up and 
down the Inside Passage. 

We feel from the studies that have been made that we could reduce 
the ocean freight rates by about 40 percent if we had this new type 
of transportation. 

I have always taken the position that if we get 1 or 2 more large 
pulp mills going up there, we will have sufficient south-haul to allow 
some private company to put on these water carriers we need that 
would take railroad cars and trucks and trailers, and haul pulp and 
paper, lumber and plywood, and fish and minerals. 

If we could get power, I think we could get more of these industries 
started, especially timber industries. 

The CHarrMan. This committee has been going into that matter 
for a long time. The Senator from Kansas is almost a sourdough 
from what he knows about it. I would like the governor to testify 
further on some related matters at our next session. Governor, we will 
excuse you now. 

Mr. HetnrzLemMan. May I say just one thing more? 

The Cramman. Yes. 

Mr. Hetnrzteman. Mr. Russell brought up the fact that this pulp 
we are going to manufacture at Sitka is going to the Japanese. Of 
course you know, Mr. Chairman, that sulfite pulp, the chemical pulp, 
the dissolving pulps of the Pacific coast are shipped all over the world. 

The Japanese, I suppose, are buying lots of it from the Pacific 
Coast States and British Columbia, at the present time. So I don’t 
see any difference in having it shipped from southeastern Alaska. 

The Cuarrman. I believe what we have to resolve in this committee, 
or at least help our Government resolve, is the future use of this great 
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natural resource in Alaska. We have today had facts and figures 
presented to us showing a great shortage of newsprint to which use 
your Alaska forests are admirably suited. 

The shortage of newsprint, so universally used, can become world- 
wide. There is no indication of an international oversupply, now or 
in the future. The only way we in the United States can make news- 
= is from raw materials that are owned by the people of the United 

tates. 

If these raw materials are exported or diverted to some other use, 
there could be a demand upon Government to establish a policy regard- 
ing their use. That is a broad matter of policy which Congress may 
have to determine, sooner or later. 

If we take steps toward the full and proper uses of our newsprint 
pulp resources, then we have done something about the newsprint 
situation for the future. 

Of concern to me is whether or not we should use our Alaska re- 
sources for newsprint or permit this resource to be shipped to Japan 
in the form of dissolving pulp. That is what concerns me about this 
original Japanese contract. 

nator Monronry. May I ask one question ? 

The Cuarrman. Yes. 

Senator Monroney. Is it the power rates that keep Alaska from 
being competitive while in Finland they have a very prosperous and 
good economical production of newsprint ? 

Mr. Hernrzteman. I suppose they have an entirely different kind 
of an economic setup in Finland. I don’t know. I imagine their 
labor costs over there are distinctly lower than they are in the United 
States and Alaska. 

They have very cheap shipping, I know. 

Senator Monroney. The same processes, but just difference in the 
cost of labor or materials? 

Mr. Hetnrzteman. Yes. 

The Cuarrman. The Governor will testify further in the hearing. 
The next witness is Mr. Scudder, who is the published of the Newark 
Evening News. 

Mr. Scudder has something he wants to present to the committee. It 
is very short. He has to be back to get the Newark Evening News 
on the street. So we will hear from you now Mr. Scudder. 


STATEMENT OF RICHARD SCUDDER, PUBLISHER, NEWARK 
EVENING NEWS, NEWARK, N. J. 


Mr. Scupper. Gentleman, I appear to be the only consumer of 
newsprint who is here. 

The Cuarrman. Mr. George Russell, of Tacoma, consumes a lot of 
it. He makes it and consumes it. He is in a dual capacity, publisher 
and newsprint manufacturer. 

Mr. Scupper. Yes, sir. May I say he speaks as a producer as well 
as a consumer. 

Just to brief this situation, there is, as you know, a predicted surplus 
of 125,000 tons of newsprint in the United States for 1957. World 
supply remains short and mill owners expect further shortages in 
this country after 1958. 
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At this time there is plenty of newsprint available in most parts of 
the country at what is called the standard price. 

I am sure you are all aware, too, that this price is to be raised $4 
3 days from now. Since the newsprint industry acts in concert, with 
enough hesitation to satisfy appearances, all the mills will soon 

charging the same increased price. While there may not be 
monopoly in this situation, there certainly is no competition either. 

For the new increase in the price of newsprint there is no economic 
justification. Manufacturers’ profits were at a record high in 1956. 

The Cuatrman. That was put in the record by the Senator from 
Michigan this morning. 

Mr. Scupper. I might say the Department of Commerce apparently 
disagrees with this philosophy. I might point out to you gentlemen 
that newsprint consumers are not represented among the people who 
make these decisions. 

You might think that this record high in profits itself was adequate 
to satisfy ordinary acquisitiveness, but it seems they wish to make 
their highest profits higher still. 

Unlike newsprint mills, newspapers have competition. Television 
and radio competing bitterly for the advertiser’s dollar do not have 
to buy newsprint. Newspapers must give the advertiser space at 
a reasonable rate or he allan elsewhere. 

Squeezed by suppliers who do not compete and who are not able 
to raise their own income because of competition, some of our major 
newspapers are in very serious trouble. 

It is the big newspapers, not the small, which are most hurt. This 
is because newsprint constitutes up to 50 percent of the cost of the 
largest papers, and the lesser percentage, the smaller the paper. There 
are exceptions, but figured as a percentage of capital cost, the most 
profitable papers are those in the 30,000 to 50,000 circulation class. 
The least profitable are the giants. 

There are at least three giants which will lose up to a million dollars 


_ in 1957 under the impact of this price rise. Probably there are many 


others. 

Senator Lauscue. That is, you mean they will have left a million 
dollars less, or they will be in the red ? 

Mr. Scupper. They will be in the red, sir. 

It would not be fair to lay the entire plight of the big metro- 
politan papers at the feet of the mills. Some newspapers have 2,500 
employees when many fewer properly employed could put out a better 

roduct. 
5 Nevertheless, the net effect of heedless and concerted increases in 
the price of newsprint is a major factor among other factors in a 
decreasing number of independent newspapers in the United States 
and the cost increase in monopoly service by remaining newspapers. 

Such monopoly is potentially dangerous to things very important to 
Americans. 

Senator Scnorrret. What do you refer to? Would hate clarify 
what you mean by the monopoly phase? One newspaper! 

Mr. Scupper. Major cities in which there is only one newspaper. 
In many of these situations the one newspaper also owns radio and 
television. In other words, locally, all sources of information. 

Senator Scuorpret. I wanted to get it in the record. 
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Senator Monronry. The one-paper towns have been increasing 

steadily every year; haven’t they ? 
‘Mr. Scupper. That is right, sir. 

Your chairman asked particularly for information about newsprint 
manufactured from wastepaper. It is now possible to manufacture 
new newsprint from old newsprint. By newsprint I mean paper 
which is in every way comparable to standard newsprint. This has not 
been done before. 

This newsprint made from waste has been manufactured on a com- 
mercial scale, used by many of the Nation’s leading newspapers; and 
in all respects found satisfactory. Present plans envision a 50,000-ton 
mill in New Jersey. Clearly, a mill of this size has not unduly per- 
turbed the Canadian newsprint industry. However, if such a mill is 
built and is successful, it will lead to other and possibly larger mills. 

Senator Porrer. Is that what they call the Dakin plant? 

Mr. Scupper. Yes, sir. 

There are many reasons why such a mill should be built. At 
present, much fiber is used originally as paper and second as gray 
cardboard, made by pulping the paper ink and all. The gray in card- 
board is ink. A mill such as this would achieve a third use of the fiber, 
for the fiber would be made into paper, then paper again, and then 
into cardboard before disposal. This would represent a valuable con- 
servation practice, for the time is foreseeable when we will be using 
more wood fiber in North America than we can grow. This time is 
surely eoming, although it probably is many years away. 

Since high-grade papers are more profitable even than newsprint, 
it is possible that newsprint manufacturers will be priced out of the 
wood market before that time, or that newspapers will have to pay 
the difference. 

Construction of such a mill also would help to make the United 
States self-sufficient in newsprint. 

But there are also reasons why such a mill may not be built, even 
though it would be moderately profitable. 

As already pointed out, newspapers today are not very profitable. 
Furthermore, they must keep their own plants modern if they are to 
survive. Treasury Department rules concerning depreciation insure 
that depreciation money available to build a new plant when one is 
needed will be only a fraction of what is needed. 

Of course that applies to mills, too. Modernization of our news- 
paper plants is sufficient of a problem without attempting to save the 
capital required to build a modern paper mill. 

Thank you, gentlemen. 

The Cuarman. Any questions? 

Senator Porrer. What percentage of paper is reclaimed now for 
newsprint ? 

Mr. Scupper. None, sir. 

Senator Monroney. A lot of it goes into paperboard, doesn’t. it, 
now ? 

Mr. Scupper. Yes, sir. 

Senator Porrer. They can make the paper in a suitable grade for 
newspaper? It can be made of a suitable grade? 

Mr. Scupper. Yes, sir. 

The Cuatrman. Any further questions? 
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I would like to insert in the record at this point a statement from 
the National Editorial Association, which was forwarded to me by 
Mr. Richard D. Green, Washington representative. 


STATEMENT OF THE NATIONAL EDITORIAL ASSOCIATION 
Bernard BD. Esters, Chairman, NEA Legislative Commitfee 


The National Editorial Association is a trade organization representing ap- 
proximately 6,000 weekly, semiweekly, and small daily newspapers having dis- 
tribution in every State of the Union. The headquarters are located in Chicago, 
with a Washington office in the Investment Building at 1511 K Street, NW. 

At the present time, there are approximately 9,000 weekly newspapers in the 
United States with a total circulation of nearly 20 million. Of these weeklies, 
336 are over 100 years old, 5 of which were established before George Washing- 
ton took the Presidential oath of office. 

Most of these 9,000 weeklies have circulations of less than 4,000 and are pub- 
lished by small staffs, each member of which serves as a jack-of-all-trades. A 
recent survey shows that profits are fast dwindling for these small weekly 
operations. 

The smallest publishers are always the ones who have the most difficulty dur- 
ing periods of newsprint shortages. Most of the dailies and larger weeklies 
have direct mill contracts and are certain of a newsprint supply. The small 
weeklies have no large storage areas and so buy through jobbers as they need 
newsprint. Amounts purchased are not enough to make contracts directly 
with mills practicable. In periods of shortage, sources of supply for weeklies 
may dry up. 

The weekly newspapers of the country buy approximately 325,000 tons of 
newsprint and 63 million pounds of job paper a year. This is about 5 percent of 
all newsprint used by American newspaper publishers—a small amount com- 
paratively, to be sure, but vital to the existence of America’s grassroots press. 

Many hearings have been held during the past few years on newsprint prices 
and shortages. Newsprint is one of the few major commodities for which we 
depend upon foreign nations for three-fourths of our supply. As a result, we 
actually are at the mercy of those nations’ producers on supply and prices. Since 
newsprint seems to be the least profitable of paper products, American manufac- 
turers are not enthusiastic about expanding newsprint producing facilities or 
entering the field for the first time. 

The United States Congress should take some steps to encourage the develop- 
ment of a more extensive newsprint manufacturing industry in the United States 
or Alaska so that we will be less dependent on foreign sources. The population 
is increasing and newspaper circulation is increasing along with it. Weekly 
newspaper circulation in 1956 was 1 million greater than in 1954. 

We are glad to see some expansion of American mills and the development of 
new mills. Technical research and discoveries have made possible the use of 
southern pine and certain hard woods, in which the United States abounds, in 
the manufacture of newsprint. 

In order to conserve newsprint, some weeklies are cutting the size of their 
pages and reducing column widths. As much as 6 percent can be saved in the 
use of newsprint in this way. State press associations have been requested to 
keep a record of the sheet and roll sizes of newsprint utilized by all newspapers 
in their State so that a publisher short of paper could be informed quickly of 
what nearby publisher uses the same size and who might be able to help. 

During the first day of the hearings, the chairman of the Senate Interstate and 
Foreign Commerce Committee stated that he believed the impact of an increase 
in newsprint prices would fall heaviest on the small weeklies. 

None of our weekly publishers are yet in real distress. Naturally, the small 
weeklies, like other business enterprises, are concerned when costs go up. But, 
actually, it is only a question of which straw is likely to break the camel’s back. 
The weeklies probably could survive the newsprint problem, if that were their 
only problem. It is strictly another matter if proposed increased postal rates and 
minimum wage coverage expenses are added to the newsprint cost. If Members 
of Congress are concerned about the problems of publishing a weekly newspaper, 
they should consider the impact of actions of their own over which they have 
control on these weekly newspapers. 

Maybe nothing can be done about soaring newsprint prices, but members of 
the Senate Interstate and Foreign Commerce Committee and other Members of 
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Congress might well consider the effect of increased postage rates and minimum 
wage act changes on the continued successful operation of America’s grassroots 
press—the small-town and rural weekly newspaper—when these measures come 
before them for a vote. 

The success of democracy depends on an informed electorate. An informed 
electorate depends primarily on newspapers and magazines for information and 
discussion of, important political and economic issues. From the years before our 
Government was formed up to the 20th century, the weekly press has played 
an important role in the development of our Nation. The small weekly still 
provides vital public service. Proposed legislative actions possibly detrimental 
to the continued existence of the small-town and rural press should be closely 
examined. The disappearance of the small newspapers from the American scene 
would be tragic indeed. 





STATEMENT By Pror. W. D. KnicHT, BUREAU oF BUSINESS RESEARCH AND SERVICE, 
UNIVERSITY OF WISCONSIN, REGARDING MIDWEST NEWSPRINT SuRvVEY, 1956 


This survey covered the supply and demand for newsprint in 12 Midwestern 
States for the period 1951-60. It was sponsored by the daily and Sunday news- 
paper publishers and by the producers of newsprint serving the area. The area 
included the States of North Dakota, South Dakota, Kansas, Nebraska, Minne- 
sota, Iowa, Missouri, Wisconsin, Illinois, Michigan, Indiana, and Ohio. Survey 
results show that this area accounts for about 30 percent of the Nation’s con- 
sumption of newsprint and about the same proportion of its presonal income 
and population. 

GENERAL CONCLUSION 


The general conclusion reached by this study was that for a 3-year period 
starting in 1957, the mill capacity (supply) available to this area would exceed 
the expected demand. The expected excess of supply over demand was esti- 
mated to range from less than 3 percent in 1957 to about 6 percent in 1959, both 
percentages being defined in terms of total capacity available to this area. The 
so-called excess of capacity would constitute a reserve for possible additional 
demand, for abnormal or short-term increase in demand, or for diversion to other 
markets. 

BASIC CONCEPTS 


This general conclusion was based upon the following definitions of probable 
supply and probable demand: 

1. Probable supply is based upon the reports of newsprint manufacturers now 
serving the area as to their commitments and plans for expanding their capacity. 
The basic assumption involved is that these producers as a group will continue 
to ship into the 12-State area the same proportion of their total capacity as they 
have shipped in recent years. 

2. Probable demand is estimated on the basis of statistical relationships of 
newsprint demand to population and income. Projections of population and 
income are obtained from standard sources, largely governmental. 

The basic data on both supply and demand were obtained from questionnaires 
circulated among newsprint producers and among daily and Sunday newspaper 
publishers. Excellent responses were received from both groups. These data 
in turn were checked against available data from the Newsprint Association of 
Canada (Montreal) and the American Newspaper Publishers Association (New 
York). 

From the questionnaires information was also obtained as to the publishers’ 
expectations or to their demands for newsprint in 1960, and as to the producers’ 
possibilities, in terms of water and pulp supply, of further increases in capacity 
other than those covered by existing plans and commitments. 

The results obtained can best be interpreted in relation to the concepts of 
probable supply and probable demand, in terms of which the general conclusion 
above was stated. For the 5-year period 1955-60: 

1. The probable average increase in supply or capacity available was 100,000 
tons or more a year. 

2. The probable annual increase in demand was estimated stastically at about 
70,000 tons a year. 

3. The expected annual increase in demand reported by the publishers was 
95,000 tons a year. 7 
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4. The possible additional supply from commitments yet to be made by pro- 
ducers ranged from 35,000 tons in 1958 to 66,000 tons in 1959. 

The most significant relationship in these figures is to be found in the fact 
that if demand increases at the rate expected by publishers, it would sub- 
stantially absorb the prospective excess capacity based on statistical projection. 
In that event, however, some additional increase in capacity, subsequent to 1958, 
could presumably be expected. 

A final matter of interest relating to possible additional increases in capacity 
is that about one-half of such prospective increases were reported to consist of 
improvements in existing machines rather than new machines. Apparently 
the possibilities of such improvements have not yet been exhausted by existing 
plans and commitments. 

DETAILED CONCLUSIONS 


The balance of the study related principally to more detailed analysis of the 
demand situation. Since this aspect of the study may be of more limited interest 
to the committee, only the main points will be reviewed: 

1. In relative terms, the South and the West are increasing their shares of 
newsprint consumption, mostly at the expense of the Hast, and to a lesser extent 
to the Midwest. 

2. In absolute terms (tonnage), the Midwest has shown the largest growth 
over the entire period since 1940, although the Midwest ranks second to the 
South for the period since 1950. 

3. The statistical relation of newsprint consumption to population and income 
varied widely between the war years (1940-45), the postwar years (1945-50) 
and the last 5 years studied (1950-55). Thus, there is no firm objective basis 
for projecting their relationship into the future. 

4. Detailed analysis of circulation growth and increases in size (number of 
pages) of papers indicates that, despite substantial circulation growth in sub- 
urban papers, increases in number of pages in large-city papers is still the domi- 
nant factor in expanding newsprint demand. 

5. Similarly, the largest consuming states (e. g., Illinois, Ohio, Michigan) still 
account for the largest part of the area’s total increase in newsprint consumption, 





A PRELIMINARY REPORT: THE MIDWEST NEWSPRINT SuRVEY—A STupY orf THE 
1951-60 DecADE ror THE INLAND 12-STaTE AREA 


Conducted by the University of Wisconsin School of Journalism and the Bureau 
of Business Research and Service School of Commerce; published by the 
Inland Daily Press Association? 


This is an analysis of the supply and demand for newsprint in 12 Midwest- 
ern States for the period 1951 to 1960. The States are North Dakota, South 
Dakota, Kansas, Nebraska, Minnesota, Iowa, Missouri, Wisconsin, Illinois, 
Michigan, Indiana, and Ohio. 

The procedure follows generally the pattern used by the Stanford Research 
Institute in its newsprint studies of the western area.* The future supply of 





1The Inland Daily Press Association newsprint committee: Chairman, Philip D. Adler, 
publisher, Davenport (Iowa) Times; William Huffman, Jr., publisher, Wisconsin Rapids 
(Wis.) Tribune; Irwin Maier, publisher, Milwaukee (Wis.) Journal; Paul G. Norris, Jr., 
editor and publisher, Marshalltown (Iowa) Times-Republican ; B. H. Ridder, Jr., publisher, 
Duluth (Minn.) Herald and News-Tribune ; Franklin D. Schurz, editor and publisher, South 
Bend (Ind.) Tribune; Louis A. Weil, Jr., publisher, Grand Rapids (Mich.) Herald and 
Lafayette (Ind.) Journal and Courier. 

Suppliers cooperating in the committee’s 5-year survey: Abitibi Power & Paper Co., Ltd., 
Anglo-Canadian Pulp & Paper Mills, Ltd., Bowaters Southern Paper Corp., Consolidated 
Paper Sales, Ltd., Great Lakes Paper Co., Ltd., Great Northern Paper Co., International 
Paper Sales Co., Inc., Minnesota & Ontario Paper Co., Price Bros. Sales Corp., Richmond 
eee Co. of Canada, Ltd., St. Lawrence Corp., Ltd., Spruce Falls Power & Paper 

0., Ltd. 

The University of Wisconsin research staff: W. D. Knight, director, bureau of business 
research and service, school of commerce; Ralph O. Nafziger, director, school of journalism ; 
John J. Barry; Leslie J. Silverman: Kenneth G. Johnson; Frederick EB. Steele; Lionel C. 
a, Jr.; Ted R. Jackson; John B. Adams; Roger J. Blobaum; Lloyd Lueptow; Elaine 

ulka. 

Three hundred and seventeen daily newspawers in the 12-State area, members of the 
Inland Daily Press Association and nonmembers, contributed to the fund in support of the 
survey. 

2Stanford Research Institute, A ae Report on the Newsprint Situation in the 
Western Region of North America, 1955-61. 
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newsprint is estimated on the basis of a survey of newsprint manufacturers 
as to their plans and prospects for expansion. The demand for newsprint is 
estimated from recent trends in newsprint consumption and from the relation- 
ships of newsprint demand to population and income. Data on newsprint con- 
sumption were supplied by publishers of daily and Sunday newspapers in the 
area, supplemented by data over a longer period of time published by the Amer- 
ican Newspaper Publishers Association. Population and income data and pro- 
jections were obtained from Government sources. 


GENERAL RESULTS 


The general results of the study are presented in table 1 and in figure 1. 
The probable supply, as shown by these exhibits, is expected by the end of 1956 
to be approximately in balance with the probable demand. For the next 3 years, 
1957 through 1959, additional mill capacity is expected to exceed the normal or 
long-term annual increase in demand. Thus “excess” capacity, the excess of 
probable supply over probable demand, is expected to increase from 80,000 
tons in 1957 to a maximum of 170,000 tons in 1959. This excess capacity, at its 
maximum, represents about 7 percent of total capacity as defined in this study. 
It would constitute a reserve for possible additional demand, for abnormal or 
short-term increases in demand, or for diversions to other markets. 





TABLE 1.—Supply (capacity available) and demand for newsprint, 12-State area, 
1951-60 


[Thousands of tons] 


Probable | Probable Excess Possible | Remaining} Possible 
supply ! demand ! capacity | additional excess additional 
demand? | capacity | capacity ? 





1, 769 1, 746 a Gai lite maces tite die ahaule 
1, 792 1, 759 (Attain Sada Aatale  Bilis 2 gl Si i 
1, 816 1, 854 WOU on Rosie cc. dias oot db ueae 
1, 853 1, 863 —10 Sis jena Seles ba aided 
1, 986 2, 004 cies An down’ S carcishstaspandecat bein ourennstes 
2, O89 2, 064 25 36 —l1 a 

2, 203 2, 124 | 79 72 | 7 6 
2, 328 2, 184 144 108 | 36 47 
2,415 2, 244 171 144 27 107 
2, 446 2, 304 142 180 —38 | 155 





1 Reported data, 1951-1955; estimated data, 1956-1960. 
2 Cumulative from 1955. 


Note.—Demand figures do not provide for inventory rebuilding. 
Source: Publishers’ and producers’ questionnaires; MNS projections. 


The possible supply and demand are based on estimates by manufacturers 
and publishers rather than on actual contracts or other formal provisions. The 
data or demand represent the publishers’ estimates of the percentage increase 
in tonnage which they expect to use by 1960. The data on supply represent the 
manufacturers’ estimates of the additional increases in capacity which they 
could provide each year if demand conditions should warrant. 

The possible additional demand would absorb all, or practically all of the 
probable excess capacity in 1956, 1957, and again in 1960. It would absorb 75 to 
85 percent of the excess capacity in 1958 and 1959. 

The possible additional capacity represents almost 40 percent of the probable 
increase in capacity in 1958, and 100 percent or more of the probable increase 
in 1959 and 1960. 

In short, if the possible increase in demand should materialize there will be 
little or no excess capacity unless some part of the possible increase in capacity 
is brought into production. On the other hand, the possible additional capacity 
appears to be adequate, or more than adequate, for the possible additional 
needs. 





8 This statement is based on the timing of the two series shown in table 1. It does not 
refer to short-term increases in demand of the type experienced in 1955. 
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CAPACITY AND SUPPLY 


The capacity or supply concepts used in this study differ in important respects 
ee eee used in the west coast studies and by the Newsprint Association of 

anada. 

The Midwest area differs from the Western area in that its newsprint supply 
is obtained entirely from mills located outside the area and, with two exceptions, 
from companies which sell 40 percent or more of their newsprint to other 
areas. As indicated in table 2, the companies which ship some of their supply 
to the 12-State area represent about 80 percent of all the capacity on the 
continent. The United States mills not serving the area are located almost 
entirely in the West; the Canadian mills not serving the area are in both the 
West and the East. As indicated by table 3, however, only 34 percent of the 
shipments of the mills which do serve the area actually comes into the area. 
Thus the capacity available to this area is only 34 percent of 80 percent (or 27 
percent) of the total North American capacity. It is only this capacity, past 
and projected,* which is shown in table 1 and figure 1. 

The capacity data shown in table 2 are presented as of January 1 of each year, 
following the practice of the Newsprint Association of Canada. The data in all 
other exhibits, however, have been recalculated as of July 1. This means that 
starting with table 3, the data on capacity will exceed data for the same year 
as published by the Newsprint Association of Canada by about one-half of the 
capacity added during the year. This change was made to facilitate development 
and projection of the data on capacity for purposes of comparison with the pro- 
spective demand for newsprint.* 


TABLE 2.—Past and probable future capacity of Canadian and United States 
newsprint companies, by service to 12-State area, Jan. 1, 1951-60 


{Thousands of tons] 





Mills serving area Mills not serving urea | All mills 


Canada | United | Total | Canada | United | Total 





Canada | United Total 


States States | | States 
i de 
| | 

4, 363 679 5, 042 984 349 1, 332 5, 347 | 1, 028 6, 374 
4, 465 708 | 5,173 1, 061 379 | 1,440 5, 526 1, 087 6, 613 
4, 619 7 5, 353 1, 133 411 | 1,544 5, 752 | 1, 145 6, 898 
» 128 728 5, 456 1, 152 414 1, 565 5, 880 | 1, 142 7,021 

4, 812 847 | 5,659 1, 216 424 | 1,640 6, 028 1, 271 7 
4, 926 1, 086 6, 012 1, 273 440 1,713 6, 199 1, 526 7, 725 
5, 117 1, 224 6, 341 1, 342 443 1, 785 6, 459 1, 667 8, 125 
358 1,422 | 6,780 1, 531 562 | 2,092 6, 889 1, 984 8, 872 
5, 517 1, 667 7, 184 1, 642 673 2, 315 7, 159 2, 340 9, 499 
5, 592 1,773 | 7,366 1, 642 673 | 2,315 7, 234 2, 446 9, 680 
5, 599 1,794 | 7,394 1, 642 673 | 2,315 7, 241 2, 467 9, 709 





Source: Producers’ questionnaires. 


The 12-State share shown in table 3 is identical with the probable supply 
shown in table 1 and figure 1. It represents the capacity available and expected 
to be available to the 12-State area. This capacity increases from slightly less 
than 2 million tons in 1955 to about 2,450,000 tons in 1960. 


The projected capacities in this study have been calculated by a formula which 
attributes approximately 30 percent to this area. This figure corresponds to the portion 
of increased shipments received during 1951-55 and has been checked by studies of 
individual company performance. 

® Capacity data published by the American Newspaper Publishers Association appear to 
be similar to those of the Newsprint Association of Canada, but with some modifications in 
the direction of the data used in this study. 
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TanLE 3.—Twelve-State share of past and probable future capacity of companies 
serving the 12-State area, 1951-60 


(Thousands of tons] 





Twelve-State | Total capacity Twelve-State |Total capacity 
share ! share ! 
1, 769 RET, Th Viitiesnnnscecass 2, 089 6, 176 
1, 792 EE It Ms ame rcresaerre 2, 203 6, 560 
1, 816 <8 eee 2, 328 6, 982 
1, 853 tak eee 2, 415 7, 275 
1, 986 6 GD. Bh Dee iincnescecetes 2, 446 7, 380 


1 Based on shipments received, 1951-55, 
Source: Producers’ questionnaires; MNS computations. 


Table 4 shows the annual increases in supply or capacity on both a probable 
and pgssible basis. The probable data in the first column of the table are merely 
the annual increases corresponding to the comparable annual data in table 3. 
This probable supply is expected to increase more than 100,000 tons each year 
from 1956 through 1958, reaching a maximum increase of 125,000 in 1958. Addi- 
tional possible supply amounts to 35,000 tons in 1959 and reaches a maximum of 
66,000 in 1959. Note that on both a probable and a possible basis, the 12-State 
share data are about 30 percent of the total capacity increases for the mills 
serving the area. 

The projected annual increases in supply of 100,000 tons or more a year com- 
pare with increase in probable demand of 60,000 tons a year, and with increases 
in possible demand of 95,000 tons a year. The basis for the demand estimates is 
discussed in the following section. 


Tas_e 4.—Twelve-State share of possible and probable future increases in 
capacity of companies serving the 12-State area, by years, 1956 to 1960 


[Thousands of tons] 
Twelve-State share Total capacity 
Probable Possible | Additional} Probable Possible | Additional 
possible possible 
SR ialitaichicrcsenchabnciahincndiccdmcsiossegeshin 102 102 0 341 341 0 
Peiididtnatiensnsthcdnsdeasned 114 120 6 384 404 20 
REL innykitacitbakuualickadsenais 125 160 35 422 540 118 
init nln asian see hence hada 87 153 66 293 515 222 
ai cdi dntacradeaei maderbiian dae 31 79 48 105 268 163 


Source: Producers’ questionnaires; MNS computations. 


Tables 5 and 6 show the probable and possible capacity increases, respec- 
tively, broken down by the type of improvement. The probable increases (i. e., 
those for which appropriations have already been made) result mainly from 
planned machine improvement in 1956, but mainly from new machines in all sub- 
sequent years. Among the possible improvements the two types are of roughly 
equal importance. It is interesting to note from table 6 that not all of the 
possibilities of machine speedup have yet been exploited. 
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TaBLe 5.—Probable increase in capacity of companies serving 12-State area, by 
type of expansion, by years, 1956-60 
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[Thousands of tons] 





New Machine Total 
machines improvement 
awn Chae add MCeniha dan «chuksien abies gacieaebees ° 142 199 341 
‘ 217 167 384 
. ae 311 110 421 
ae 244 49 | 293 
12 105 


Pararts a4 : inn [oem Se ee-4 o 








Source: Producers’ questionnaires. 


TABLE 6.—Possible additional increase in capacity of companies serving the 12- 


State area, by type of expansion, by years, 1957-60 











[Thousands of tons] . 
New ma- | Machine im- Total 
chines provement 
a a a | 10 | 10 20 
1958__._- Siatenates mcinas seine ataaens aie tao aa 60 | 58 118 
1959__. Siac tant dcendiratheatcanese heiaiunateiediaiiiedadiiiat adda 116 106 222 
.. cs BO. dds 3. sd AO ded. Be. eis. 7 92 163 













Source: Producers’ questionnaires. 


GENERAL DEMAND FACTORS 


As shown in table 7, the 12-State area accounts for about 30 percent of the 
Nation’s consumption of newsprint, and about the same proportion of its personal 
income and population. For 1955 the figures are 31.5 percent on newsprint 
consumption, 30.8 percent on personal income, and 29.2 percent on population. 
The population series and, to a lesser extent, the income series show a wartime 
drop and a postwar recovery, while the newsprint series shows a slight decline 
during the war and postwar periods. Especially since 1950 all three series show 
a fairly high degree of stability. The outlook is for continued stability with 
perhaps a slight downward tendency in all three series. 


TABLE 7.—Newsprint consumption, personal income, and population 12-State 
area, as a percentage of United States, 1940-60 











| 
| Newsprint | Personal Newsprint | Personal 
| consump- income Population consump)- income _ | Population 
tion 1] tion 

—— — | | li- — — ane anaes 
1940____ 33. 6 30. 9 30.4 oes Gas acl 31.8 | 30.8 | 29. 0 
1941___- 32. 1 | 31.1 30. 0 ds andr 31.2 | 30.8 | 28.9 
1942__.. 32. 3 | 30. 6 29.8 || 1953__...... 31.9 31.0 | 28.8 
ean ras net T 32.3 31.1 aay }| 1008... 2.2] 31.5 | 31.0 | 29.0 
Seeeessil i. cc. 32. 6 28.9 28. 2 Se re 31.5 | 30.8 | 29. 2 
1945__........ 32. 5 29. 7 25. 5 1956___. 31.4 30.8 | 129. 1 
oe 32.9 | 30. 1 29. 4 1067...... i 31.4 | 30.8 129.0 
7 ee 32.1 | 28. 7 29. 5 1958__._-. 31.3 | 30.8 128.9 
Sr ansuinesapcnates 32.0 32.0 28.9 || 1959__. 31.3 | 30.8 1 28.9 
site e as 31.6 28. 6 | 29.6 || 1960_ 31.2 30.8 1 28.7 
en eS 31.8 31.1 29. 4 || 

= i} 

















1 Based on A+B population projections, Bureau of the Census. 


Sources: AN PA; Survey of Current Business; Census Bureau; MN§&, 
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More detailed analysis of the newsprint data since 1940 for each of the four 
major sections of the Nation® reveals a definite growth in the relative position 
of the South and West, primarily at the expense of the East and, to a much 
lesser extent, of the 12-State area (i. e., the North or Midwest). In absolute 
terms the 12-State area shows the largest growth in consumption of newsprint 
since 1940, although it ranks second to the South in this respect for the period 
since 1950. 

Figure 2 shows two measures of newsprint consumption in the 12-State area 
for the period since 1940. The top line, representing total consumption of news- 
print, has been estimated from national data and from area relationships found 
in the present study. The second line, representing homeprint consumption 
only, is plotted directly from ANPA data. Because of the nature of the available 
data, statistical analyses of newsprint consumption in the 12-State area are neces- 
sarily based on the figures represented by the second line. Estimates are then 
adjusted upward to obtain the data on total consumption shown by the top 
line. 

Figure 2 also shows the relationship of newsprint consumption to population 
and to income over the 15-year period. The relationship to population is closer 
during the war period and the relationship to income is closer during the postwar 
period. For the period 1951-55 newsprint consumption appears to be affected 
more by income than by population. Projections of newsprint consumption 
are based on the 15-year period (1940-55) and on the most recent 5 years of 
that period (1951-55). Final projections of population are based on the Census 
Bureau’s A+B population projections. Income projections made by the Presi- 
dent’s Advisory Committee on the National Highway Program are used as the 
basis for the income estimates. Average annual increases and annual rates of 
growth in newsprint consumption are also taken into account. 

The final projection of newsprint consumption, based on all of these factors,’ 
indicates an increase of 300,000 tons over the 5 years 1955-60, or an annual in- 
crease of 60,000 tons. This projection js indicated by the upper line or figure 2 
and corresponds to the “probably demand” shown in table 1 and figure 1. The 
“possible demand” shown in table 1 and figure 1 is based on the 1955 total news- 
print consumption data, and on the publishers’ predictions summarized in 
figure 3. 

According to figure 3 the publishers as a group expect a 24 percent increase in 
newsprint consumption by 1960 (over 1955). Applied to the 1955 total con- 
sumption of 2 million tons, this indicates a total increase in consumption for 
the 1955-60 period of 480,000, or an annual average increase of slightly more 
than 95,000 tons. This is the basis of the projection of possible demand shown 
in table 1 and figure 1. This estimate is supported by predictions of an 8 percent 
increase in pages and an 11 percent increase in circulation. The page and circu- 
lation predictions do not necessarily mean that growth in circulation will be the 
dominant infiuence in future increases in consumption. These relationships are 
further analyzed in tables 8 and 9. 





° The newsprint data for this sectional analysis are ANPA State figures. 
7 The factors involved are summarized in appendix table IV. 
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TABLE 8.—Publishers’ estimates of percentage increase in circulation, by 
circulation group, 1955-60 


[Percent increase, 1960 over 1955] 


Circulation group: Circulation 
I I a a lle cin Bind epi mga end Monde 13.0 
I OS A Ellin Embed tan akieubiel 11.9 
ack ct adh nnd Sole ask in cleanin eh nile abet ceiirin eae 12, 2 
ite Be sce esi hb nhs dibacieb tana meme 15.0 
a bhoncen a euenaae 6.6 


Source: Publishers’ questionnaires. 


TABLE 9,.—Publishers’ estimates of percentage increase in advertising and 
editorial content, by circulation group, 1955-60 


[Percent increase, 1960 over 1955] 











_ 


Circulation group Advertising | Editorial Total 
content | content content 
| 
| 
TR ee eg a bdiundlataaw «web nn deen’ 11,2 | 5.5 8.4 
Se Leet Ur Sd encmdcothchnwanal 12.6 6.5 9.9 
20,000 to 99,999......._.- Acitctidn saan sc xencercilionaneiansc hae ‘ 13.2 5.0 10.4 
TR i ohn oc cniantienendvbape nates seine 19.3 6.5 14.3 
300,000 and over 15. 


10.6 


| 








Source: Publishers’ questionnaires. 


Tables 8 and 9 show that the largest percentage growth, both in circulation 
and in content, is expected by the medium-large papers (100,000 to 300,000 cir- 
culation). There is a notable difference, however, in the relative position in 
these 2 tables of the largest papers (300,000 and over in circulation). These 
papers expect much less circulation growth, in percentage terms, than the papers 
in any other circulation group shown. On the other hand, they compare quite 
favorably with the other groups in expected percentage increase in content. In 
terms of circulation and content together, the largest papers are expecting almost 
as much relative growth as the papers in any circulation group except the group 
containing the second largest papers. As will be brought out below, a given 
relative increase on a large paper represents a much larger tonnage of news 
print consumed than the same relative increase on a small or medium-sized 
paper. This point is of importance in relation to the portion of the total increase 
in newsprint consumption represented by the increased demand for the various 
sizes and types of newspapers. Limitations of time* have not permitted a full 
analysis of these predictions in terms of the tonnage and page-circulation units 
of each circulation group. Some further information on the daily and Sunday 
tonnage proportions involved will be presented in the next and final section of 
this report. 

SPECIFIC DEMAND FACTORS 


The remainder of this report is an analysis of newsprint demand for the 
years 1951-55 in terms of: (1) broad types of consumers—daily papers, Sunday 
papers, weeklies and others, (2) types of cities and circulation groups for the 
daily and Sunday papers, and (3) each of the 12 States included in the study. 
Emphasis is placed on the consumption of newsprint (tonnage) by daily and 
Sunday newspapers in relation to the number of pages and circulation repre- 
sented by each group and subgroup. 

Table 10 shows data on consumption of homeprint and on a total consumption 
of newsprint for the years 1951-55 in relation to the comparable ANPA data, 
which are available for a longer period of time. On homeprint consumption 
there is a remarkable degree of agreement between our data and the compar- 
able ANPA data.® The data on homeprint consumption in both cases were ob- 
tained from daily and Sunday newspaper publishers. The data on total con- 
sumption were obtained from figures on manufacturers’ shipments adjusted for 
publishers’ inventory changes. The ANPA data on total consumption are avail- 
able only on a national basis; the 12-State total shown in table 10 was estimated 
on the assumption that the 12-State area had the same proportion of total news- 





8 Limitations of time also prevent a presentation of analysis made of the future invest- 
ment expenditures of newspaper publishers in the various groups. 


®*The difference amounts to about 5,000 tons a year out of a total of from 1,600,000 to 
1,800,000 tons a year. 
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print consumption as it did of homeprint consumption. When this estimate is 
compared with the data on total consumption in the 12-State area developed 
from shipment and inventory change data from our own questionnaires, the 
assumption of proportionate use appears to be wrong. In other words, it ap- 
pears that the 12-State area does not consume as large a proportion of other 
newsprint, including readyprint,” as it does of homeprint.“ The discussions 
which follow will be based on the two sets of data (homeprint and total) 
developed in the present study, with no further reference to the ANPA data. 


TABLE 10.—Newsprint consumption, American Newspaper Publishers Association 
and Midwest Newsprint Survey, 1940-55— 


[Thousands of tons] 


| | 


| Total consumption 
| Homeprint | Consump- 








| American | tion Mid- 
| Newspaper | west News- | American Midwest 
| Publishers | print Survey} Newspaper | Newsprint 
| Association | Publishers Survey 
| Association | 
| } 

; 7 On em - " ec aR es 
oie inlet ee 978 | _- sl 1, 246 n= 
1941_- maak eae eee | 1,021 | | LG pannus ttsS..-6 
aoc R ens oaks ss sno cach -| B08) 155. haat 3 pe séce. 24 45~ 
ER Pe rere eee val re Le L353 S ce 
Binge ceca canna : : a. aor Lo... 
Ste cents det cess | Wee foci 222 5<ctek 1, 128 |- ‘é 
1946 oh. Pewee Ts 220 eee ae 3 Gia S. 35455. 
SO wnxaotexe oo Loft deers rendinns< 
TTI insists amend ade Maw aibeioumrne ak | 1, 437 | -. Sain hina A Nadie da ieee 
1949___- Ld WO cbs ssakosce I, Tee Bost, ‘ 
ee sub el 1, 634 sah is ORO. 37 <li 
Aa ma se di iin ow . - 1, 624 1, 606 1, 902 1, 746 
Peso. aimee ; 1, 607 | 1, 603 1, 869 1, 759 
Ee diccsenusaiepdnsisniets ° anda 1, 686 | 1, 685 | 1, 959 1, 855 
Ptiettdhe. dal. sent... seeks | 1, 684 | 1, 674 1, 942 1, 860 
TROD. ~ qo cninnaionespouthdgindn wasnt psig 1, 801 | 1, 791 2, 091 2, 004 








: Exclusive of 5,000 tons used by publishers for nonnewsprint purposes, 


Source: American Newspaper Publishers Association; publishers’ and producers’ questionnaires. 


Tables 11 and 12 break total consumption down according to daily, Sunday, 
and weekly papers and other users of newsprint. The three types of papers each 
show about a 10 percent increase in consumption over the period, but the other 
category, which consists largely of readyprint, shows a much more rapid growth. 
Table 11 and the left-hand section of table 12 include only readyprint printed 
and consumed in the area. On this basis homeprint accounts for 66 
percent of total newsprint consumed, Sunday homeprint for an additional 24 


percent, and readyprint, weekly homeprint, and other uses for the remaining 
10 percent. 


TABLE 11.—Newsprint consumption by daily, Sunday, weekly newspapers and 
other users, 1951-55 


{Thousands of tons} 





Daily papers Sunday Other than Weekly Total 
| papers newspapers papers 
| | 
wa) cnr , 

Rp ee etcas tar tata aes 1,178 | 428 | 81 | 59 1,746 
ee anak oe eee 1,173 431 | 95 | 60 1, 759 
NR oar ee eee ae Be 1, 226 | 459 108 | 61 1, 855 
i em city 1, 221 | 453 | 123 | 63 1, 860 
O00 ee ates | 1,317 | 74 | 149 | 64 2, 004 





Source: Publishers’ and producers’ questionnaires. 


10 Subsequent analysis suggests that the discrepancy is not in readyprint, for which the 
area appears to be almost self-sufficient, but in nonnewspaper newsprint uses. 

The ANPA total-consumption data shown in figure 2 differ from those shown in 
table 10, because of a downward adjustment for this fact. 
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TABLE 12.—Newsprint printed and newsprint finally used in 12-State area, by 
daily, Sunday, weekly newspapers and other users, 1955 


Newsprint Printed Newsprint | Finally used 


Tons Percent of total Tons Percent of total 

i MEE he titnactanepapentiesowas 1, 317, 000 65.7 1, 317, 000 64. 5 
DT tie inagdugudnstcans des cconsnmndwusiess 474, 000 23.7 474, 000 23.2 
Ne de tie ntadacnancnncaur nensinons 150, 000 7.4 187, 000 9.2 
WOT ASSS kn ck Bint nn ps ids cd caee wk 64, 000 3.2 64, 000 3.1 
DA EekitindeicbGekatinterehoete nd wan 2, 004, 00 100.0 2, 042, 000 100.0 


Source: Publishers’ and producers’ questionnaires. 


The right-hand section of table 12, which includes all readyprint consumed 
in the area without regard to where it is printed, attributes 65 percent of the 
total to daily homeprint, 23 percent to Sunday homeprint, and 12 percent to 
the combined weekly-and-other category. The difference between the two sec- 
tions of table 12 reflects the fact that the area is not fully self-sufficient in the 
rapidly growing “other” category, principally because it has some net imports 
of readyprint. 

Daily and Sunday homeprint together account for 90 percent of total news- 
print consumption and for 80 percent of the increased consumption between 1951 
and 1955. This important segment of newsprint demand is further analyzed in 
table 13 in terms of percentage growth in newsprint consumption, circulation, 
and number of pages by type of city (central city, suburb, and other). The 
latter classification, which is common to this table and figure 4, is based on the 
United States Census concept of metropolitan areas. A central city is the largest 
city “in each metropolitan area. Suburbs are all other cities in a metropolitan 
area. “Other” cities are simply cities outside metropolitan areas; they are 
almost always cities under 50,000 population. 

For daily papers table 13 shows that the percentage increase in tonnage of 
newsprint consumed in the suburbs has been larger than in the central cities, 
and about equal to the increase in other cities. The suburban papers seem to 
have had a markedly greater percentage increase in circulation than papers 
in the central and “other” cities, and a slightly greater percentage increase in 
the number of pages than those papers. 


TABLE 13.—Percentage of increase in homeprint consumption, circulation and 
pages, by type of city, daily newspapers, 1951-55 


{Percent increase, 1955 over 1951] 

















Homeprint | Circulation | Number of 
eae pages 
sae Ei iss 
Daily newspapers: Daiignewspapers: = 
eee -- ate geuen ee pate ctep nee Rubineg cea tating 9.9 0.9 11.9 
Suburban__ la Riccar ini Mae te at i ni cia bl 16.3 17.3 14.3 
GG seo erssctastsscccad etbcns Bart dberascccts Sauce 16.6 5.9 11.6 
i i a 10.7 | 7.0 11.9 
Sunday newspapers: 
Central a bracken iainuiidtnaila ance Ghno nausea siete scelctee iliole 12.0 —1.3 18.3 
Suburban... ae ies Ne eee Reo concuanweeb oe 30.0 27.9 25.3 
A tata EGR ton caunaiiihatiiindbhepnndkietubilesncphid oul 20.4 14.0 27.3 
5 —1.8 20.0 


3 
S 
z 
iS) 


Source: Publishers’ questionnaires. 





122Some metropolitan areas may have more than one central city if the leading cities in 
the area are of roughly equal size (e. g., Minneapolis and St. Paul). 
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Further analysis not shown in the table reveals that most suburban dailies are 
in the 20,000 to 99,999 circulation group, while all of the dailies with more than 
100,000 circulation are central city papers. Central city papers with less than 
300,000 circulation show about the same percentage increases as the suburban 
papers. The largest central city papers (300,000 or more circulation) show 
smaller percentage increases in consumption and pages, and a net loss in cir- 
culation. 

For Sunday papers table 13 shows a generally similar picture. The principal 
difference is that all Sunday papers taken together have lost circulation. This 
results from the loss of circulation among papers above the 100,000 circulation 
level, which are almost entirely central city papers. Once again the suburban 
papers have enjoyed the greatest relative growth in both newsprint consumption 
and circulation, but all three types of papers have enjoyed a substantial relative 
growth in number of pages. 

While table 13 presents an interesting story, the relative growth data in this 
table is misleading in two respects. They do not reflect two important factors: 
(1) that suburban papers account for only a small part of the total newspaper 
tonnage, circulation, or pages, and (2) that small relative increases in the number 
of pages or tonnage of a large newspaper may account for a large amount of 
increased consumption of newsprint. 

The effect of these neglected factors is shown clearly in figure 4 for both daily 
and Sunday papers. As this figure shows, 80 percent of the total increase in 
daily newsprint consumption and 96 percent of the increase in Sunday newsprint 
consumption between 1951 and 1955 were accounted for by central city papers. 
A considerable part of the increased consumption was accounted for by the papers 
with circulation above 300,000, despite their net loss of circulation. This result 
is explained largely by the fact that central city papers in 1951 accounted for 
87 percent of the newsprint tonnage consumed by daily papers and 98 percent of 
the tonnage consumed by Sunday papers. The corresponding percentages for 
central city papers above 300,000 circulation were 57 percent of daily tonnage, 
and 72 percent of Sunday tonnage. Thus despite the relative growth of suburban 
and some other papers, the increase in number of pages of the larger central city 
papers—resulting from marked expansion of advertising lineage—is still the 
dominant factor in recent increases in the demand for newsprint. 

A somewhat similar picture is presented in figure 5, which relates to the con- 
sumption of newsprint by States in 1951 and in 1955. The daily-Sunday con- 
sumption figures in the graph relate to homeprint only ; readyprint printed in the 
area is included in “other” consumption. The data on daily-Sunday tonnage 
are taken from publishers’ questionnaires. The total data represent shipments 
reported by manufacturers with adjustment for inventory changes reported by 
publishers. The other consumption is a residual. These data appear to give 
relatively consistent results in the case of every State except Michigan, where 
the lack of “other” consumption results from discrepancies between the two sets 
of statistics. 

In general the States which were the largest consumers of newsprint at the 
beginning of the period (1951) also enjoyed the largest absolute increases in 
consumption. Illinois, Ohio, Missouri, and Michigan accounted for 70 percent 
of newsprint consumption in 1951 and for 70 percent of the increased consump- 
tion between 1951 and 1955. Mllinois with 29 percent of the total in 1955 re- 
mained the leading State by a wide margin, despite the fact that Ohio had a 
slightly larger absolute increase during the period and that both Michigan and 
Ohio had larger percentage increases. 

Indiana, Wisconsin, and Minnesota account for an additional 21 percent of 
area consumption, bringing the 7-State total to 91 percent of the area total. 
These 3 States enjoyed 24 percent of the 1951-55 increase in consumption, bring- 
ing the 7-State total in that respect to 94 percent. Among these three, Wisconsin 
had the largest percentage increase, although Indiana, with almost as large an 
absolute increase, remains the leading consumer. Among the other five States, 
Kansas and South Dakota made the largest relative improvements, while Iowa 
showed the smallest growth. 


CONCLUSION 


This study shows a probable excess of supply over demand for newsprint in 
the 12-State area over the next 5 years. This conclusion is based on a statistical 
analysis of probable demand. If the considerably larger “possible” demand 
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predicted by publishers materializes, a tight supply situation will persist unless 
some of the additional “possible” capacity is brought into production. 

Supply projections in this study are based on reports of planned and possible 
increases in capacity by newsprint producers now serving the area. The area’s 
share of future capacity is estimated on the basis of shipment data. Demand 
projections are found to depend primarily on prospective growth in real dis- 
posable income rather than on growth in population. 

The detailed demand analysis shows that despite the increases in population 
and circulation in the suburbs, increases in number of pages in the central-city 
papers account for the largest part of the increased demand for newsprint. Ina 
similar way, the largest consuming States account for a large part of the absolute 
increase in newsprint consumption. 


APPENDIX TABLE I.—Newsprint consumption, personal income and population, 
12-State area, 1940-60 


Newsprint consumption Real dis- 
(thousands of tons) posable Population, 
income, millions 
billions of 
Total Home print | 1954 dollars 


| en | ee | 





1, 165 978 $34. 21 40.18 
1, 182 1, 021 40.15 40. 33 
1, 154 1, 044 44. 40. 24 
1, 028 990 46. 43 39. 28 

977 878 49.17 39. 01 
1, 048 927 49. 05 35. 81 
1, 333 1, 168 50.14 41. 58 
1, 447 1, 280 47. 89 42. 60 
1. 573 1,437| * 50.7 43. 44 
1, 670 1, 500 49. 70 44.17 
1, 768 1, 634 54. 27 44. 55 
1, 821 1; 624 55. 22 44.91 
1, 789 1, 607 55. 88 45. 40 
1, 879 1, 686 59. 18 46. 04 
1, 862 1, 684 59. 99 47.11 
2,011 1, 801 63. 46 48. 34 
2, 071 1. 861 65.14 1 48. 87 
2, 131 1, 921 66. 83 1 49, 39 
2,191 1, 981 68. 52 1 49. 92 
2, 251 2,041 70. 21 1 50. 44 
2, 311 2, 101 71. 90 1 50.97 


1 Based on A plus B population projection, Bureau of the Census. 
Sources: ANPA, Survey of Current Business, Census Bureau, MNS. 


APPENDIX TaBLE II.—Percentage of total increase in home-print consumption, by 
circulation group and city type, daily and Sunday newspapers, 1951-55 


DAILY NEWSPAPERS 


Circulation group Central city Suburb Other Total 
si site cens nskdbbuapeninennngsadbiaes dpe 0. 38 4. 37 4.75 
SRO 00 Gre anesnc nnn nas esnswese eed ascssaheGhiio<<00---- 44 4. 50 4. 94 
STE ionic adn eine aemen meee miale 10. 79 4.19 6.16 21.14 
DOP PIE: dn ntcadecich chbuanbcoddedununs DPE Lcinckassseatidaiatasccbabad 30.05 
SEO AEE OBE OF enw cwscwesscuswvescsncssuseases ee 39. 12 
I «. o-iestnatcungianankannemeniel 79. 95 5.01 15.04 100. 00 
SUNDAY NEWSPAPERS 
EE ee ee a eee 3.4 0.6 2.6 6.5 
50. ER Re te Te IE 9.4 4d .3 10.2 
i cance tueccsaceccdadswnseew SP Eituniteecndalsaoekeecubeba 15.9 
Ds ix cntnnied sicnnnecaaditwanceiy DT teas kaincaeice ecwdinsanben tees 128 
Sa een" DE Si indcktcssmadacenchewcunbin 54.6 
I aa shes llteeiamecnnsimanwein’ 96.1 1.0 2.9 100.0 





Source: Publishers’ questionnaires. 
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APPENDIX TaBLE III.—Newsprint consumption, by State, by type of user, 1951 
and 1955 


(Thousands of tons] 





1951 1955 





Daily- | Other | Weekly} Total | Daily- | Other | Weekly) Total 


Sunday} Users '| papers Sunday| Users | papers 
6. biicncanncuntetiahacaes ime 421.9 93.6 10.1 525.5 | 438.5] 129.2 13.2 580.9 
Clin saddest mb elena aig aerate 254. 8 62.3 7.1 314.1 313.4 52.9 6.0 372.3 
ER tectkainnx terns emd actual 223.7 0 4.9 | 194.7 | 243.5 0 5.8 240.7 
anil ils chen Dp wegcascea be 174.8 27.7 3.9 | 206.4] 193.4 21.6 4.4 219.4 
Ns ic ckwnnavennues ts eceeee ries 108.3 30. 2 2.4} 141.0] 120.0 42.3 2.9 165.1 
cee vacGiknnenbaciadiiied 107.5 0 2.7 | 105.4] 127.8 2.3 2.2 132.4 
NN is tino wasn dala heen mal 98. 7 6.3 -5] 109.7] 110.2 6.6 2.8 119.5 
DE pithsinctte hbk burbs damon heed as 65.7 0 2.7 66.0 65.3 1.0 3.1 69.4 
I cies Sinton ac bias agniah anaes 33.9 1.5 2.0 37.4 40.0 3.2 1.7 43.8 
SE bn dt avbkenwmarabeddaaddvabian 30.3 4.9 1.6 36.8 39. 2 2.0 -6 42.8 
Sa ere 5.7 0 9 6.3 6.5 .0 6 7.0 
eer re 3.1 3.2 4 6.6 3.9 3.9 5 8.2 


1 Other users, including readyprint, is calculated as a residual. 
Sources: Publishers’ and producers’ questionnaires. N.W. Ayer & Sons Co. 


APPENDIX TABLE 1V.—Indicated annual increases in newsprint consumption, real 
disposable income and population—Amounts and rate of growth, selected 
periods, 1940-60 


[Preliminary data, subject to correction] 


Total newsprint consumption 
Real disposable 
income Population 
Homeprint Total basis 
basis ! 


| Rate Millions of} Rate | Thou-| Rate 
| dollars sands 


Tons Rate | Tons 


¢ FE pidicckintattetidouheardaéhabecce< 
American Newsprint Pub- 
lishers Association ---_---_- 
Midwest newsprint survey -. 
1955-60: (1960 projection of real 
disposable income equals 71,900 2 
and — equals 50,970) 
us B): 





1 Total consumption equals homeprint consumption times 1.10. 

2 Estimate of real disposable income in millions of 1954 dollars, based on gross national product projection 
ean nae Advisory Committee on a national highway program, a 10-year national highway program 

» Pp. ” 

3 Homeprint consumption (thousands of tons) equals 0.0314 (real disposable income in millions of 1954 
dollars)—273.6, based on 1941-55 relationships. 

4 Homeprint consumption (thousands of tons) equals 0.0316 (real disposable income in millions of 1954 
dollars)—183.6, based on 1951-55 relationships. Total consumption (thousands of tons) equals 0.03538 
(real disposable income in millions of 1954 dollars)—242.02, based on 1951-55 relationships. 

‘ Homeprint consumption (thousands of tons) equals 0.03832 (real disposable income in millions of 1954 
dollars)—0.01076 (population in thousands)—121.2, based on 1951-55 relationships. 


he Cuairman. The hearing will resume tomorrow morning at 11 
o’clock. 
(Thereupon, at 4:20 p. m., the committee recessed, to reconvene 
Wednesday morning, 11 a. m., February 27, 1957.) 
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FEBRUARY 27, 1957 


Unitep States SENATE, 
CoMMITTEE ON INTERSTATE AND ForEIGN COMMERCE, 
Washington, D. C. 

‘The committee met, pursuant to adjournment, at 11:50 a. m. in 
room G-—16, Capitol Building, Senator Warren G. Magnuson (chair- 
man) presiding. 

The Cuatrman. The committee will come to order. 

The first witness is Mr. Ticoulat, of Crown Zellerbach, San Fran- 
cisco. We will be glad to hear from you. 


STATEMENT OF G. J. TICOULAT, SENIOR VICE PRESIDENT, CROWN 
ZELLERBACH CORP. 


Mr. Ticounar. I have a prepared statement, Senator. 

The Cuamman. Go right ahead. 

Mr. Ticoutat. My name is G. J. Ticoulat. I am senior vice presi- 
dent of Crown Zellerbach Corp. I hope my testimony will be of some 
assistance, and if questions occur to you I can’t answer, I will try 
to get the answers for you. 

The Cuatrman. I want to say to all witnesses in these hearings, it 
is our practice to keep the record open for a few days after the hear- 
ings so any material you wish to send or changes you wish to make 
‘an be put in. There might be some figures you wish to change, and 
the record will be open. ~ Anyone can send them to the secretary of 
the committee and they will be in the record. 

Mr. Ticoutar. Thank you. 

The Crown Zellerbach Corp. is an integrated manufacturer of a 
wide range of forest products. It is probably best known as a manu- 
facturer of pulp, paper, and paper products, of which it produces 
several hundred diversified items. Ceden Zellerbach’s dollar sales 
in 1956, including the sales of its wholly owned merchandising sub- 
sidiary and its majority owned Canadian subsidiary, Crown Zeller- 
bach, Canada, amounted to $462 million, which is about one-half 
those of the largest company in the industry. 

The parent corporations timber and papermaking facilities are 
mainly in the United States Pacific Northwest and in the South. Its 
newsprint facilities are located at Port Angeles, Wash., and West 
Linn, Oreg. 

Various. types of converting facilities are located elsewhere in the 
United States. The papermaking facilities of Crown Zellerbach 
Canada, including newsprint facilities, are located at Elk Falls and 
Ocean Falls in the Province of British Columbia, and most of its tim- 
ber is also located in British Columbia, 
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A more detailed description of the company’s operations is con- 
tained in Crown Zellerbach’s Annual Report for 1956 which will be 
published within a few weeks and will be promptly transmitted to the 
committee. Pending such publication there is enclosed for use of the 
committee a copy of the 1955 annual report. 

At that point, I wish to call your particular attention to page 28. 
You will note that profits when measured in dollars have increased 
since 1947, although in some years they were less than the preceding 
year. 

Senator Porrer. Page 28—— 

Mr. Ticounat. Of the financial report here. 

Senator Purreiz. I don’t believe we have it, Mr. Chairman. 

Mr. Ticovutat. I would just like to put this in the record. 

Senator Purrety. Copies were not given to the committee? 

Mr. Trcounat. That is right. 

The Cuarrman. We won’t put the whole report in the record. We 
will just make it a part of the record for reference. I do not think 
we should put in the Congressional Record companies’ reports, but 
we will make it part of the record for reference purposes. 

Mr. Ticounat. You will note that profits when measured in dol- 
lars have increased since 1947 although in some years they were less 
than the preceding year. You will note, however, that total capitali- 
zation has increased at a far more rapid rate than dollar profits so 
that the percentage of profits on capitalization was less in 1953, 1954, 
or 1955 than during the Korean period or pre-Korean period. 

I respectfully suggest that the same measuring stick be used when 
analyzing the profit-and-loss figures that were placed in evidence 
yesterday. 

Senator Purrett. Pardon me, Mr. Chairman. These are consoli- 
dated figures, however, of all of your operations. Have you got them 
segregated as to your newsprint ? 

Mr. Ticounat. It would be practically impossible to do so without 
a detailed audit. I don’t know just what the result would then be. 

On page 28 you will also note that during the period from 1947 
through 1955 our capitalization increased by 173 percent, but our pro- 
duction increased by only 62 percent, which gives some indication of 
the high replacement cost of productive faciilties. 

Crown’s diversified production in 1956 included 446,991 tons of 
newsprint from facilities in both the United States and Canada, or 
27 percent of its-output of paper and board, totaling 1,660,614 tons. 
This may be compared with newsprint production of 303,150 tons in 
1950, an increase of almost 50 percent in our newsprint production in 
the short space of the 5 years between 1950 and 1956. Of the total 
North American production in 1956 of about 8.2 million tons, Crown’s 
share was only 5.5 percent. 

The committee has requested us to comment on the scarcities of 
newsprint. “Scarcity,” of course, is a relative concept, and means 
different things to different people. In a rapidly expanding economy 
there are, of course, imbalances between supply and demand. In re- 
cent years we have seen a number of such imbalances in various indus- 
tries. 

It is very difficult for any industry, including the newsprint manu- 
facturers, to predict accurately its future capacity, or for any indus- 
try, including the publishing industry, to predict accurately its future 
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demand. And even if an industry could determine with reasonable 
accuracy these figures of the future, individual companies must still 
independently establish their own policies with regard to increasing 
their own capacity. In the case of newsprint, as is well know, it re- 
quires up to 3 years to build, install, and bring into production a 
new paper machine for the manufacture of newsprint. Thus the in- 
dustry and its equipment suppliers cannot respond quickly to sudden 
changes in demand. 

In order to prevent any misunderstanding about scarcities of news- 
print, and to provide perspective as to how the situation in fact de- 
veloped in recent years, the following facts are presented for the con- 
sideration of the committee. 

First, in no year since the end of World War ITI has North Ameri- 
can newsprint capacity failed to increase. This was true of the re- 
cession years of 1949 and 1954 as well as the boom years and the Ko- 
rean war years. This was also true of the United States industry for 
each year; for the Canadian industry for each year; and of course for 
the two in combination. This year-to-year chanien was as follows: 


North American newsprint capacity, 1946-56 


{Thousands of tons] 














’ 


3 Sat mien Soe tie 
United Canada Combined United Canada | Combined 
States | States 

shiping are a 

1006 .20:56% 839 | 4, 641 5, 480 |} 1952_....._-- 1, 165 5, 510 6, 675 

ieiene<>e 845 4, 729 5, 574 1953 1,170 5, 723 6, 893 

ae... 3. 850 4, 883 | 5, 733 |} 1954__....__- 1, 280 5, 920 7, 200 

i. fan 5S 876 5, 113 | 5, 989 ee 1, 409 6, 064 7, 473 

na 992 5, 227 6, 219 1956. 1, 625 6, 243 7, 868 

tid. | 1,050 | 5, 360 | 6, 410 | 





Source: American Newspaper Publishers Association and Newsprint Association of Canada. 


The increases in North American capacity since the end of 1946 
have amounted to 2.4 million annual tons, or a percentage increase of 
44 percent in 10 years. This very substantial growth in capacity, we 
submit, means that the newsprint manufacturing industry has kept 
pace with the impressive growth of the North American economy in 
the period. 

Second, consider the growth of demand for newsprint in the same 
period. The North American postwar consumption of newsprint 
has been as follows: 


North American newsprint consumption, 1946-56 


(Thousands of tons] 








United Canada Combined United Canada | Combined 

States States 
Bates ba 4, 296 248 4, 544 || 1962.......... 5, 988 369 6, 357 
Wiens-s< 4, 753 275 5,028 ji 1953.......... 6, 143 398 6, 541 
1948 ___. 5, 141 306 6, 547 || 1054......_-- 6, 163 421 6, 584 
5, 529 335 5, 864 || 1955__ 6, 638 430 7, 068 
Sieh viecnse 5, 937 355 6, 292 || 1956 1__...__- 6, 900 490 7, 390 
1061_... 5, 975 360 6, 335 


1 Estimated by Newsprint Association of Canada. 


Source: For the United States consumption as reported by Newsprint Service Bureau. For Canada 
shipments as reported by Newsprint Association of Canada. 
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It will be noted that North American newsprint See has 
increased each year. During the 4 years 1947 to 1950, inclusive, 
newsprint consumption increased by 1,748,000 tons, an average of 
437,000 each year over 1946. This was a growth of about 9 percent 
per year over the 1946 base. For the 4 years 1951 to 1954, inclusive, 
however, total growth in consumption was only 292,000 tons, or an 
average of 73,000 tons per year, and this amounted to only about 
1 percent per year over a 1950 base. 

In 1955, however, there was a rapid increase in consumption over 
1954, amounting to 484,000 tons, or 7 percent; and 1956 added an 
additional 392,000 tons, or 5 percent. 

Thus the increase in consumption in each of the last 2 years ex- 
ceeded by far the increase in annual consumption in the period 1951 
to 1954, inclusive. This should make clear that the recent problem 
of availability of newsprint had its origin in an increase of demand 
far in excess of the historical trend, rather than in any failure of 
capacity to grow. 

It is simply impossible to add capacity as abruptly as demand 
increases when there is no advance notice of a great annual increase 
in demand, even if there should be sound economic reasons to do so. 

In all probability many producers questioned the degree of per- 
manence of the demand as it developed over recent years, ‘and most of 
us in the industry are mindful of the economic chaos that prevailed 
in the industry in the twenties and thirties. But even so, this did 
not serve as a serious deterrent to the addition of new capacity, as 
is indicated in the data provided above. 

With respect to the outlook for the future, Crown Zellerbach is 
continuing to appraise the supply and demand factors. There has 
been a close and continuing cooperative effort between the industry 
and the publishers to ascertain correctly future demand. Indicative 
of this cooperation, we submit to the committee copies of two supply- 
demand studies of the western region of North America prepared by 
Stanford Research Institute in 1952 and in 1955 for the western 
publishers and western newsprint producers jointly. 

Here are the copies of the two reports. 

(The material referred to above is on file with the committee.) 

Mr. Ticounatr. These studies were made in order to enable us to 
determine through an objective source what the supply-demand situa- 
tion was going to be. 

Senator Purrent. May Task a question at this point, Mr. Chairman ? 

The Cuatrman. Yes; go right ahead. 

Senator Purrers. Does the ‘supply and demand study of the western 
region parallel the supply and demand picture in the rest of the 
country ? 

Mr. Trcoutar. There are substantial differences. This report, which 
was originally made in 1952 and then brought up to date in 1955, in- 
dicated that in the western region supply would exceed demand 
slightly from the years 1955 on through 1959. 

Actually the situation in 1956 has been extremely tight, but we have 
been able to fulfill all contract obligations. 

Senator Purret.. Is your market mostly in the western region ? 

Mr. Trcounat. In the western region, which includes Colorado. 
During this year there will come into production three new machines, 
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one by Powell, one by Bloedell-McMillen, and one by our Canadian 
operation. We have been and are soliciting business and contracts 
for our new machine, and we are really having competition. 

If anybody knows where we can get some contracts for Pacific- 
coast delivery, we would appreciate their assistance. 

The Cuarrman. At what price? 

Mr. Ticounat. At the contract price. 

The Cuarrman. What is that? 

Mr. Ticounat. $134 beginning March 1. 

Senator Purren.. F. 0. b. your plant? 

Mr. Ticou.at. Delivered to seaports. 

Senator Porrer. When did you put in your $4 raise? 

Mr. Ticou.ar. The $4 raise was announced by us on February 6, 
1957. The price increases since 1952, nearly 5 years ago, when our price 
was increased to $126 a ton, under OPS regulation, including the in- 
crease to be made effective March 1, have amounted to less than 614 
percent. 

Senator Porrrer. For what period of time was that? 

Mr. Ticoutar. Nearly 5 years, since July 1952 to date, the first of 
such increases being on January 1956, an increase of about 314 per- 
cent, and the second increase to be effective March 1, an additional 
314 percent, a total of less than 614 percent in nearly 5 years. 

Senator Porrer. What dictated your increase at this time? 

Mr. Ticounat. There were a number of factors. The increasing 

values of timber, increasing replacement costs, to say nothing of in- 
creased labor costs, inc reased material costs, increased transportation 
costs. Over a period of time that we have been in the newsprint busi- 
ness—and this goes through the life of our company—we have found 
that, while our ‘contracts do not stipulate that we tied into anybody’s 
pr ice, we move independently, that whenever there have been reduc- 
tions in the eastern market, we have had to follow and have followed 
within a short period of time. In view of all these changes—— 
. The Cmarrman. You say you follow reductions. What about in- 
creases? Do you follow increases, too? 

Mr. Ticounar. Because of the fact we must follow reductions and, 
with these increases in timber values, increased costs of replacement, 
increased cost of materials and transportation, we decided after all of 
our competitors—or many of them—had announced prices which 
were published in the newspapers, that we would increase our price, 
too. That was a management decision made some 2 weeks or so ago. 

The Cuarrman. I am asking this for information. You follow the 
exact price announced by the other people. You say your company 
acts independently. 

Mr. Ticoutat. The exact — heard someone say yesterday—— 

The Cuarrman. $4 ton. Everybody follows the $4. 

Mr. Ticoutat. But our price is $134. Someone said yesterday the 
price was $135. 

The Cuarrman. I don’t know. But I see you follow this same 
increase. 

Mr. Ticou.at. That’s right. 

The Carman, Regardless of what it is? 

Mr. Ticoutat. We have had to drop the other way when—— 
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The Cuarrman. I can see you would have to drop to keep in com- 
petition, but if you are an independent company, or all these com- 
panies act in an independent way, why is it they all, when the increase 
comes, increase it the exact amount? 

Senator Porrer. You would think some might increase it $3.95. 

Mr. TicounaT. Primarily, Senator, when a price is announced by 
any one company, the newspapers publish the fact and it becomes 
common knowledge as to what that price is, an exact knowledge as to 
what it is. 

The Cuarrman. If your price was lower, wouldn’t you get all this 
business you say you can’t get? 

Mr. TicoutatT. Up until this time the situation has been extremely 
tight. If our price was lower, that would become the price. There 
have been times in the past when some of our competitors have at- 
tempted to establish higher prices in some parts of the western area 
and we have refused to follow. We have had the same price for 
many, many years at all ports. 

Senator THurmonp. What happened then when you refused to 
raise your price when your competitors did ¢ 

Mr. Ticoutat. Their price debe to ours within a short period 
of time, Senator, because their customers obviously went after them 
and probably put the pressure on them to be competitive, which would 
be the natural situation. 

Senator THurmMonp. How many times has that occurred ? 

Mr. Ticovutar. It happened somewhere in the area of 1948 or 1949. 

On later checking the records I find it happened once in early 1949 and again 
late in 1950. In the latter case Powell announced an increase of $10 per ton on 
October 16, 1950, which we did not follow, but we did announce an increase on 
November 6, 1950, of $6 per ton. About January 1, 1951, Powell reduced their 
price to meet ours. 

Senator Tuyurmonp. One time? 

Mr. Ticounar. In recent years. 

Senator THurmonp. Only one time has your price remained lower, 
and your competitors who raised had to come back to your price? 

Mr. Ticoutar. In the last 10 years. 

Senator THurmonp. It has happened only one time? 

Mr. Ticounar. The only time I can recall. That is right. 

Senator THurmMonp. Has that happened with any other company / 

Mr. Ticoutar. I wouldn’t know. 

Senator Porrer. If you didn’t have a tight market at this time, or 
if the balance between supply and demand wasn’t as close, would you 
see the necessity for increasing the price? In other words, if you had 
more supply, more newsprint than there was demand for, would you 
have had to raise your price, regardless ¢ 

Mr. Ticoutar. When you say “had to raise the price,” I don’t know 
that I can answer it in that form. We would probably have raised 
our price if it was a reasonable increase, in view of the conditions 
which I have outlined which exist in our own affairs, and if we felt 
that in doing so—— 

The Cuatrman. Let me ask you this question: If the price hadn’t 
been announced—the $4 price rise—you didn’t announce it first, 
Crown-Zellerbach, you followed ? 

Mr. Ticoutat. That is right; sometime afterwards. 
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The Cuatrman. If it hadn’t been announced, w ould you have 

raised your price in view of these conditions you speak of? 

Mr. TicouLar. We might have, Senator. There have been times 
when we were the first to announce a price increase. 

Senator Purrety. Do you have substantial competition in the news- 
print field in the western region ? 

Mr. Ticoutar. The situation has been extremely tight. There are 
a number of competitors; yes. From now on in, the competition is 
really going to be keen. 

Senator Purreti. I am thinking from now on back. 

I wondered, talking about the p: ast history, have you had substantial 
competition in that area? 

Mr. Ticoutat. There have been a number of competitors at times 
in a tight supply situation such as we have been in. 

Senator PurTent. Seeking your customers / 

Mr. Ticou.at. Yes, sir, there have been times when they sought 
our customers and they are certainly seeking them now. 

Senator PurTELt. Your price increases were warranted, you feel, 
by the increased costs, but then when I asked you about your break- 
down on your profit and loss statement, your consolidated reports— 
don’t you have breakdowns on your operations of your newsprint 
divisions? 

Mr. Ticounar. Not accurately enough to break them out specifically. 

Senator Purre... How do you know then it requires an increase, 
if you don’t know what your costs are? 

Mr. Ticovutat. We know that our labor costs are up; we know the 
cost of fuel is up; we know the cost of other raw materials is up; 
we know the transportation costs have increased several times; we 
know the cost of timber are up substantially ; and we know that it costs 
considerably more to build new facilities than it did at the time that 
most of our facilities were built. 

Senator Purreny. I just want to get this clear, because I am a little 
confused. Do I understand that this department or division of your 
business, that you do not keep separate costs and know exactly what 
the percentage of gross and net profit is on that portion of your 
business ? 

Mr. Ticoutat. We keep operating costs, yes. The distribution of 
overhead is a matter of arbitrary —— 

Senator Purrer. It may be arbitrary, but for the purposes of ac- 
counting you must have some what reed .ppear in your opinion 
or your accountant’s opinion at least, as fair distribution of burden. 

In the allocation of those factors of cost, then, you must know 
within a reasonable degree anyway—assuming you have to be arbi- 
trary about the burden, what your costs are, what your margin of 
profit is, whether a price increase is warranted or not. Isn’t that 
right ? 

Mr. Ticou.at. That is right. 

Senator Purte.ty. Do you have those breakdowns? 

Mr. Ticoutat. I haven’t them with me, Senator. 

Senator Purret.. No, but do you have them ? 

Mr. Ticounat. I believe we can get them. 

Senator Potrer. Along that line, did you increase the cost of your 
other products, other than new sprint ? ; 
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Mr. Ticounat. Our other products, I think I can say all products, 
certainly all major products, have increased in that same period of 
time substantially more than the price of newsprint. 

Senator Porrer. This last increase in newsprint: You didn’t also 
increase the price of your other products? 

Mr. Ticoutar. Nor did we increase newsprint when we increased 
the others, that is right. 

The CHatrman. Considering all those conditions, higher costs which 
I think all of us realize—labor is higher and transportation is higher— 
but if your net profit showed a ereater profit, would that justify the 
rise in cost to the consumer ? 

Mr. Ticovunar. Our net profits related to capital investment are less 
today than they were in 1952 or than they were in the period before 
Korea. 

Senator Purrens.. This is your overall picture? 

The Cuareman. That was the point that was brought out yesterday 
here, whether or not the price increases were justified j in relation to 
operating costs, or whether they were put on to take care of the capital 
investments, more capital investments. 

Mr. Ticounar. It is a combination of all these factors that caused us 
to make our decision. 

The Crarmmnan. Is this a correct figure: In 1950 your net income 
was $18 million. In 1951, $25 million; 1952, $23 million; 1953, 
$21 million; 1954, $26 million. In 1955, $44 million; and in 1956, $50 
million. 

Mr. Ticoutar. In that same period of time, an increase of $18 mil- 
lion—practically $19 million to $50 million in profits, our capitaliza- 
tion investment increased from $169 million to $310 million. 

Senator Purrett. How much of that was land, ultimately you in- 
tend to use for the obtaining of pulp? 

Mr. Ticounatr. A very small proportion. A substantial figure, but 
percentagewise 

Senator Purretn. Were most of these capital investments made in 
the field of newsprint. production ? 

Mr. Ticoutat. Not most, but a portion of it. 

Senator Purrett. Can you give us an approximate figure of what 
that might be? Then of course we have got to go back again to what 
percentage of that $32 million is derived from the sale of new sprint. 

Mr. Ticoutat. Much of our increase in sales of newsprint which 
amount to about 50 percent. 

Senator Purreti. Of your total sales? 

Mr. Ticovutat. Our sales of newsprint from 1950 to 1956 increased 
from 310, I think it was, to 467. 

Senator Purreu. I don’t think those are what I am looking for. I 
was trying to get the relationship between your net profits reported 
and the contribution to that picture by newsprint sales, production 
and sales, and then try to get also, since you brought up this question 
of investment, how much additional investment is ‘required to produce 
that additional profit in the newsprint field ? 

Mr. Ticoutar. I suppose we could get that. I haven't the figures. 

Senator Purtri, I thought may be you had it. 

Mr. Ticoutat. No, I haven’t the figures, Senator. 

Shall I proceed, Senator ? 
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The Cuamman. Yes; go ahead. 

Senator Lauscue. May I just put one question? In answer to the 
chairman before, he asked you whether you would have put into effect 
this $4 increase in price if the seaboard industry had not increased, 
and you said “We might have.” 

Does that mean you only became convinced that you should do it 
after they gave you the sign? 

Mr. Ticounatr., There was no sign. They published it in the news- 
papers. 

Senator Lauscue. But you said you might have done it, imply- 
ing—— 

Mr. Ticounar. Not at this time, Senator. 

Senator Lauscue. You would not have done it at this time? 

Mr. Ticou.ar. Probably not at this time. At some point we might 
have done so. 

Senator Porrer. If they hadn’t taken the lead, would your increase 
have been $4? 

Mr. Ticou LAT. I wouldn’t know, Senator. We hadn’t come to any 
decision, nor had we discussed the question of increasing price at 
this moment until after it became common knowledge that most of 
the major companies had done so. 

Senator Porrer. The reason I am asking the question, and I think 
other members of the committee are interested, if your price is based 
upon increase in production costs, as you stated, it seems strange to 
me that all of these plants at the same time selected the same figure as 
the amount of increase. 

There is too much of a circumstance to just happen, unless costs 
were based on something or other than your production costs, your 
capital investments you are making. It gives the appearance of what 
the market will bear. 

Mr. Ticou.at. Knowing the publishers, I know we couldn’t charge 
them more than the announced price of competitors, even though some 


of those competitors might not be offering newsprint on the coast. 


The CuHarrMan. But you could charge them less. 

Mr. Ticoutat. Yes; but then reversing it, that would probably be- 
come the price of our other competitors because their customers would 
put the same pressure on them as ours would on us. 

The CuamrMan. Pressure has never been downward. It has always 
been up, hasn’t it? 

Mr. Ticoutat. Oh, there have been many pressures downward at 
some very low figures if we go back far enough. 

The Cuarman. I thought you testified to the Senator from South 
Carolina that only once 

Mr. Ticovutar. In the last 10 years. 

The Cuairman. In the last 10 years; yes. In the last few years it 
hasn’t been downward, though, has it? 

Mr. Ticoutat. No. 

Senator Purretn. Mr. Ticoulat, all we are trying to do is get a 
picture here. We are not trying to pick on you, but we have got to 
ask questions to get this picture. 

Mr. Trcovtar. I understand, surely. 

Senator Purreti. Some of the answers you have given us very 
frankly don’t help me in getting a picture. 
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We had testimony yesterday that some of the increase in produc- 
tivity was due to production at the rate of about 102 percent, I think 
the picture was yesterday, that the efficient operations of your ma- 
chines have been increased to where you have been getting 102 percent 
out, I think the average was in some industries yesterday. 

Does that account for part of this increase in profits? 

Mr. Ticoutar. This increase of from 100 to 102 percent takes into 
account a lot of factors that may not be arrived at too scientifically. 
As I understand the procedure of those who make these studies, it 1s 
arrived at by taking the preceding year’s production and taking that 
as 100 percent, and then whatever is attained next year it becomes 
102 or 98 or something else. 

Senator Purrety. I don’t know about your industry, but I am 
inclined to disagree with the way that is arrived at unless you have 
a peculiar and special type of determination of cost. Usually it is 
determined by what a machine can be operated at, at an efficient 
rate under normal operating conditions and that is considered 100 
percent operating efficiency. 

You may get an increase by many ways, possibly a change in 
tooling and that sort of stuff. I don’t know what it would be in 
your industry. T can understand your 102 percent. What I am trying 
to find out is how much of that additional capital investment was 
required to produce these additional profits in the newsprint field. 

Mr. Trcovuiatr. Some of our additional capacity, Senator, came from 
the fact that in order to fulfill our contractual obligations, we chose 
to divert machine capacity from machines making other grades, to 
the manufacture of newsprint and at no small cost to ourselves. 

We figured it was the thing to do and good business to do so. 

The CHatrman. How many new machines have you installed in the 
last 10 years ? 

Mr. Ticoutat. Newsprint machines? 

The Coatrman. Yes. 

Mr. Trcoutat. In the last 10 years, of course, actually I don’t believe 
there were many new machines put in by anyone until after 1952 or 
thereabouts. Our Canadian operation put in one new machine. We 
have another one coming into production during the course of this 
year. 

The Cuamman. Wasn’t a lot of the increasd production on the old 
machines brought about by operating them at an increased capacity ? 

Mr. Trcovtat. Much of the new apacity was obtained by rebuild- 
ing and modernizing old machines; that 1s correct. 

The Cuatrman. And running them at greater efficiency ? 

Mr. Ticounatr. Yes; and by additional capital investment. 

The Cuarrman. The Senator is trying to find out how much of 
that additional capacity was reflected in what you say was your great 

capital investment in the past few years. Would that justify the 
increase in price / 

Senator Purretn. There are two answers that, if you could give us, 
would help me in getting the picture I wish to get. Since your 
figures reported are all consolidated figures of your various operations, 
they are of no help to us in this particular field of research on the 
question of the cost of newsprint production. 
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What I would like to get, if you could give it to us at some convenient 
time, is that percentage of your net that is attributable to the pro- 
duction of newsprint, and then that percentage of that increased 
investment in capital investment that is required or was required 
during the same period of earnings in your newsprint production. 

Those are the two figures that would help us a great deal. 

Mr. Ticovuar. I think we can get those, Senator. At least I will 
endeavor to see what we can do and1 report back. 

The CuatrMan. Would you know how much increased capitaliza- 
tion you put into the newsprint division and would you know what 
profits came from the newsprint division ¢ 

Mr. Trcounar. The thing that is difficult, when we acquire timber- 
lands or timber that we put into tremendous farms for future develop- 
ment of our own timber resources to produce more newsprint or some- 
thing else, at that time we don’t necessarrly know whether it will be 
newsprint or kraft paper or something else. 

The CHatrMan. But I said that was a small part of the capital 
investment. 

Mr. Trcoutat. Thetimber? Oh, yes. 

The Cratrman. I thought you answered that question. 

Mr. Ticovunatr. Of this total of increase of $150 million or $160 
million; that is right. 

The CuatrmMan. You said that was a small part ? 

Mr. Trcoutar. That is right; of $150 million or $160 million. 

Senator Purre.t. You produced the the pulp. Let’s get down to 
the production of newsprint; whether you buy it or produce it is 
immaterial. When it goes into your production, that pulp, that 
material, has a value. Isn’t that right? You establish a value 
whether you buy it or produce it yourself ? 

Mr. Ticounar. There is a cost, there is a market value. We produce 
all of our own, Senator, so we 

Senator Purrett. So when you start in to produce newsprint, you 





-start off with three factors. Obviously your costs are predicated 


on material, labor, and burden. It doesn’t seem to me to be a difficult 
thing for you to diverse, and I would think you must have those figures 
for efficient operation. If you don’t have those figures, how do you 
know whether you are losing or making money on newsprint ? 

You have got to know those. I would like to get those figures, 
that’s all. 

Mr. Ticounar. Of course much of our newsprint operation is in 
Canada and the books are kept up in Canada. 

Senator THurmonp. I want to ask you this question: In the last 10 
years how many times have you increased profits after your com- 
petitors increased them first ? 

Mr. Ticounat. Profits, you mean, Senator ? 

Senator Tuurmonp. I mean prices. 

Mr. Ticovutar. During the years of 1951 and 1952, I believe those 
were the 2 years, there were 2 increases approved by OPS, 1 in August 
1951, 1 in July 1952. Those increases were as a result of OPS regu- 
lations and negotiations. I don’t recall who published the price first. 
Certainly when OPS ee ized the price—— 

The Cuarrman. We understand that. 
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Mr. Ticounat. Since that time, Senator, that goes back to 1951, 
since that time we have made—— 

Senator THurmonp. In the last 10 years, is what I am asking you, 
how many times have you increased your prices after your com- 
petitors increased them first ? 

The Cuatrman. Leaving OPS out. 

Mr. Ticounat. There were four increases we have made in the pe- 
riod between OPA and OPS. On one of those cases—— 

Senator Tourmonp. You needn’t go into detail. 

Mr. Ticoutat. On one of those cases we raised the price, insofar as 
I know, we raised the price first. 

Senator Tuurmonp. Three times? 

Mr. Ticoutar. Once we raised the price first. There were four 
increases. 

Senator THurmonp. What is the total number, is the question I 
asked you. 

Mr. Ticoutat. Of increases we have made? 

Senator THurmonp. I ask the question now for the third time: In 
the last 10 years how many times have you increased your prices after 
your competitors increased the prices first ? 

Mr. Ticounat. I wouldn’t be sure at this stage that they had in- 
creased them first. I believe they did. With that qualification, I will 
answer your question. They increased the prices—the price was in- 
creased : 

Senator THurmMonp. Just give me the number. That is all I want. 

Mr. Ticoutat. Three times, plus the 2 recent ones here, 5 times. 

Senator THurmonp. In each of those five times, did you increase the 
price the identical amount your competitors increased it, or not? 

Mr. Trcounat. I assume we did, Senator. 

Senator THurmonp. Did you or not? 

Mr. Ticoutar. I believe we did. I don’t know exactly what their 
prices were. But I believe we did. 

(Nore.—The following complete answer to the series of questions 
was later supplied for the record :) 

Between OPA and OPS period we increased the price four times. On the 
first two we followed after prices of competitors had been published in the 
papers. On the third increase we were the first to announce the price on August 
1, 1948. On January 1, 1949 one of our competitiors on the Pacific coast an- 
nounced an increase in price of $2 per ton at San Francisco port and $3 per ton 
at Los Angeles. We did not follow and competition reduced their price to ours 
on January 1, 1950. On October 16, 1950, Powell River Co., Ltd., announced an 
increase of $10 per ton. We did not follow but on November 6, 1950, we an- 
nounced a price increase of $6 per ton. About January 1, 1951, Powell reduced 
their price to meet ours. 

Our increases of $4 per ton January 1, 1956, and $4 per ton effective March 1, 
1957, were announced after we had learned through the newspapers that others 
had increased the price. 

Senator Porrrr. I wonder, Mr. Chairman, Mr. Ticoulat, has Crown 
Zellerbach received any certificates of necessity from ODM for plant 
expansion ? 

Mr. Ticoutat. They were granted one, as I recall, and it was turned 
back. None on newsprint, Senator, if your question applies to that. 

Senator Porrer. None on newsprint ? 

Mr. Troounar. I think there was 








Senator Porrer. Rapid tax amortization ? 
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Mr. Ticounat. I know what you are talking about. Accelerated 
tax amortization. There was a small request for speedup made during 
1950 or 1951—1951, I guess it was. At the time I happened to be 
director of the Pulp and Paper Division, NPA, and it was turned 
down. I understand it was turned down on the basis that newsprint 
was not essential. 

Later on that decision was reversed. I disqualified myself from 
having anything to do with that. It was a very minor one, I think an 
expansion of less than a million dollars in construction. That was 
the only newsprint 

The CuatrmMan. This was on your United States plants ? 

Mr. Ticounat. That is right. 

(Later the records were checked and following is a complete state- 
ment of all certificates on necessity applications and what happened to 
them :) 











| Amount ac- 
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The Cuarrman. What tax acceleration did you get on your Cana- 
dian plant? 
Mr. Ticoutat. I really don’t know, Senator, but we can find out. 


‘It would be a matter of record. I really don’t know. 


The Cuatrman. What percentage of your tonnage, generally speak- 
ing, is produced in your Elk Fall: and Canadian plants, as compared 
with the plants in the United States? 

Mr. Ticoutat. In 1956 we produced in our United States plants 
250,000 tons. Our total was 446,000 tons. 

The Cuatrman. Say it is around 45 percent ? 

Mr. Trcounat. 446,000—it is about 250 to 200,000 tons. 

Senator Porrrr. I have here a letter, and I don’t vouch for the ac- 
curacy of it, it is from ODM. May 4, 1951, Crown-Zellerbach Corp. 
was awarded a certificate of $19,732,769. 

Mr. Ticoutatr. Which was turned back. 

Senator Porrer. That was turned back? 

Mr. Ticounat. That is right. 

Senator Porrrer. Then on August 1, 1951, for $320,000. 

Mr. Ticovtat. Is that the newsprint one I am referring to? It was 
avery small one. I remember that. 

Senator Porrer. Then August 1, $1,287,000. 

Mr. Ticoutat. That is probably the newsprint one I was refer- 
ring to. 
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Senator Porrer. You say that was turned back? 

Mr. Trcounat. No, no. It was turned down at first, then I believe 
it was reinstated. I was out of company service at the time. I was 
in Government service at that time and I am not too familiar with 
the details. 

Senator Purretyt. Was this $19 million certificate of necessity 
which was issued, refused then? You refused to exercise it? 

Mr. Ticounar. Yes, we did. We turned it back, Senator. 

Senator Purretn. Why? Because of some provisions in it? 

Mr. Ticoutar. No. 

Senator Purrert. Why did you apply for it, then ? 

Mr. Ticounat. We applied for it because it appeared—besides it 
wasn’t newsprint, it was pulp—we applied for it on the basis that 
it appeared as though we would need the extra pulp capacity, but 
timewise, after further study it appeared as though there was an 
adequate supply of pulp. We say no particular benefit to ourselves 
to proceed with the production, even with the accelerated amortiza- 
tion, so we turned it back and did not use it. 

Mr. Trcounat. The first Stanford study was prepared in 1952, and 
the second, prepared in 1955, brought the figures up to date. These 
studies demonstrate attempts to forecast future demand with a view 
to assuring adequate supplies to publishers; to obtain an accurate fore- 
cast for the load on our mills so that we can provide continuous em- 
ployment for our employees; and to assist us in providing security for 
our stockholders’ investment through continuous utilization of 
capacity. 

In addition, we review critically studies done by others such as the 
Newsprint Publishers Association, the Canadian Paper and Pulp As- 
sociation, and reports by government agencies. Perhaps most im- 

ortant of all, we are in continuing communication with our customers 
in order to discover all we can about their future needs. We also try 
to ascertain from the trade press the capacity-expansions as they be- 
come known. 

Quite clearly, estimates as to future consumption are, at best, only 
informed judgments. Such estimates usually proceed from corre- 
lating both population growth and personal disposable income with 
newsprint consumption ; or from a projection of newsprint circulation, 
page, size and advertising ratios. 

The hazards involved in making such estimates can be seen when it 
is realized that future newsprint consumption is affected not only by 
judgments as to future levels of population, family formation, labor 
force, employment, productivity, personal income, taxes; but also by 
such factors as page size, circulation, advertising budgets, and the dis- 
tribution of such budgets to newspapers as against television and other 
media. 

Unfortunately for us on the producing side, our consumers are no 
more successful than we in forecasting the future, as witness 1954 when 
North American capacity grew by some 300,000 tons over 1953, but 
consumption increased by only some 43,000 tons. 

Senator Purrett. Pardon me, may I interrupt just a minute. I 
can’t think of going back to some of these questions. When you speak 
about the growth of capacity by 300,000 tons, it is true that in the 
operation of a business many times, and I would think that it might be 
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well in the production of newsprint, although I am not sure, that you 
reach a point where demand is greater than supply. 

Now you have to equip then to meet a supply which will of course be 
in excess of what the present additional supply is. Your capacity 
just can’t be gaged to the needs, let’s say, in your case here, you quote 
the figure consumption increased by only 43,000 tons. But I don’t 
know about your mill operations, but I don’t think you would construct 
additional equipment would you, to just take care of 43,000 tons? 

When you expand capacity, you expand it obviously anticipating 
some additional increases as well. 

Mr. Ticoutat. That is right, and that is exactly what we have done 
and what has occurred on the Pacific Coast, Senator. 

Senator Purre.t. But that is a normal business operation ? 

Mr. Ticou.ar, Yes, but it is a calculated expensive one because 
you might foresee an increased demand of 20,000 or 30,000 tons in 
your own market, but if you are going to expand to take care of that, 
you must expand by 100,000 tons to have an efficient unit, and an 
efficient newsprint mac hine is not nor mally flexible in the sense that 
you can swing from newsprint to something else. So it becomes a 
very major decision. 

The assurances we try to obtain are that the demand will continue 
to remain at a certain level. It is for that reason that we joined with 
the publishers to make these Stanford studies, to have a basis for 
doing these things. It was on the basis of these studies we did expand 
in our Canadian operation and we have expanded again. Of course 
our competitors have also expanded at the same time so we will have 
an adequate supply for quite some time of come. 

Senator Porrer. You say “we will have an adequate supply’? 

Mr. Ticoutar. On the Pacific coast, very definitely so. 

Senator Purret.. You saw the figures that have been given us by 
the publishers. Do you feel that this. increased capacity will take 
care of the projected picture that they show of the need of 7 million 


- tons by 1960? 


Mr. Ticoutat. Senator, if you will review those figures I think you 
will find an error was made in their arithmetic. 

Senator Lauscur. What figures? 

Mr. Ticou.at. The figures by Cranston Williams. 

He arrived at a total capacity in 1960 of 9,500,000 tons. 

In adding up his own figures, they come to 10,500,000 tons. He 
arrived at a demand of 9,500,000 tons, which assumed that the export 
overseas of Canadian newsprint w ould increase from about 750,000 
to 1,500,000 tons. He did not take into consideration the fact that 
there are many reports of increasing capacity in European and other 
places. 

I have some figures on that as reported. However, even accepting 
his figures as they are, but simply correcting the arithmetic, there is an 
excess capacity of 550,000 tons, which is adequate as of 1960, the date 
he used. 

Senator Purretu. As of 1960? 

Mr. Trcoutat. That is right. 

Senator Purteti. That is anticipating, of course, additional equip- 
ment put into some of the mills producing newsprint or do you feel 
that that equipment is presently available? 
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Mr. Ticounatr. That is. assuming putting in the equipment. which 
has been announced, some of which is coming into production this 
year, some next year, and over a period of the next 2 or 3 years. But 
his figures, and they check with the sources I have, are facilities that 
seem reasonably sure te come into production. 

Senator Purrety. So you feel by 1960 you will in fact be producing 
a surplus over the anticipated, or you have the capacity to produce 
a surplus over the anticipated demand, is that correct? 

Mr. Ticoutat. That is right, and that checks with his figures simply 
by correcting the arithmetic. 

The assumption that exports to overseas will be increased from 
750,000 tons to 1,500,000 may be his assumption. I would question 
that on the basis that we hear reports of increasing capacities in 
foreign countries, who are anxious to produce their own paper and 
may do so. 

So there is another 750,000 tons of possible extra capacity beyond 
the 550,000, which is a correction of his arithmetic. 

The Cuarrman. What other ocenparics besides yours have decided 
to expand and put in new machines? 

Mr. Ticouxat. I think his figures show that. 

The Cuarrman. Generally. They will be in the record. 

Mr. Ticoutat. I have some figures here, Senator. 

Answering your question, among some of those that I have listed 
here—— 

The Cuarrman. What I am trying to point out is what I have heard. 
I may be wrong—in a general way, that there has been a reluctance 
on the part of pulp and paper people to further expand newsprint— 
news machines—or to those who are not in the newsprint business, 
to go into it. 

I may be wrong, but that is my general understanding. 

Mr. Ticoutat. The record indicates that since 1952 there has been 
a rapid increase in production and the announced project seems to 
indicate that. 

The CuHarrman. New machines and all that? 

Mr, Ticoutat. I am talking about new machines. There has been 
a rapid increase and a substantial number of announced expansions 
which were included in Cranston Williams’ report of new capacity. 

Among them there are International, Bowater, Southland, St. 
Croix, Coosa, Allied Paper, International Paper again, J. J. Rogers 
(Colorado), speed up some machines; in Canada, Ontario & Minne- 
sota, Powell River, Richmond, Elk Falls, which is our plant, MeMil- 
lan & Bloedell, Great Lakes, Abitibi, Maritime Pulp & Paper, certain 
speedups and that may not include them all. 

There are a number of expansion programs in Europe, some of 
which are official, others of which you hear about and we can’t 
confirm. 

The CuamrMan. Go ahead. 

Mr. Ticoutat. There is now in preparation by the Business Defense 
Services Administration of the Department of Commerce an estimate 
of the newsprint situation over the few years just ahead. We await 
this with much interest. 

In the meantime, however, we have reviewed what apparently will 
be a somewhat similar estimate prepared by the Canadian Pulp & 
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Paper Association for submission to the Royal Commission on Can- 
ada’s Economic Pr ospects. This estimate has North American con- 
sumption rising from 7.1 million in 1955 to 7.7 million tons in 1960, 
with world consumption of newsprint rising from roughly 13 million 
tons in 1955 to 15 million tons in 1960. 

With respect to future capacity, based upon announced plans, it 
appears that North American capacity may be 9.5 million by the end 
of 1958, and 10 million for 1960, Capacity figures for the rest of the 
world are in a much more unsettled state, but data prepared by the 
Newsprint Association of Canada suggest that the newsprint ex- 
pansions throughout the rest of the world, together with the above 
projections for North America, are likely to result in an increase 
from the current world capacity of 13.8 million tons to 17.3 million 
tons in 1960, which means there will be a substantial increase in 
Europe as well, which was not included in the reports by Cranston 
Williams. 

Thus the estimated consumption of 7.7 million tons in North 
America in 1960 will be served by a capacity that may be approaching 
10 million tons in North America. Newsprint consumption else- 
where in the world, estimated at 73 million tons in 1960, may be 
served largely or in part by capacity offshore of about 7.3 million tons. 

These data suggest that apparent world overcapacity, including 
North America develops as outlined above for the supply of 
newsprint and the extent of underutilization of North American 

‘apacity will depend upon the world competitive situation. 

These capacity and demand estimates are, of course, subject to 
change as circumstances develop, but it may be said that as of today 
these are, in our opinion, reasonable in their magnitude. 

It therefore seems fair to conclude that future newsprint shortages 
that develop against these projections will arise from sudden and 
unpredictable changes in demand. 

That is all my prepared statement, Senator. 

The CratrMan. Even if that is true, your projection, say that 
would be correct for the sake of argument, if the supply gets a little 
greater than demand, why is it the prices are always going up? 

Mr. Ticoutat. For the reasons I have outlined, “Senator, these 
increased investment costs, increased values of timberland, increased 
labor, increased freight rates, increased fuel, and other factors. 

The Cramman. How much would the $4 increase add to your 
profits? Could you ote that ? 

Mr. Trcounat. Rapidly, 450,000 tons at $4 would be before taxes— 
take half of that, $900,000. That would be in round figures. 

Senator Purrery. Wait. I certainly don’t want to be in the posi- 
tion of putting words in your mouth, but were you talking of gross 
profit or net: profit ? 

Mr. Ticovunat. I was talking about net after taxes. 

Senator Purreity. Then do you wish us to believe that the total $4 
will be additional net profits to you, this increase? 

Mr. Trcoutat. No; I didn’t say net profit. His question was, how 
much would it increase your profit. I was giving him a quick round 
figure. 

“Senator Purrert. I am doing what the chairman is trying to do, 
find the answer. 














106 NEWSPRINT INQUIRY 
Mr. Ticoutar. I understood the chairman’s question completely. 
It increases our realization by $4 time 450,000 tons—our sales values 
by $4 time 450,000 tons. That is the number of tons that we sell 
annually. 

Senator Lauscue. Will you repeat those figures, showing the in- 
crease in your capitalization 

Mr. Ticoutat. Yes, sir. Our capitalization in 1950, which was the 
figure used here, was "$169,543, 000. Our capitalization on December 
31 was $310 million. 

Senator Lauscne. You show an increase of $141 million. Can you 
tell me how you brought about that increase in capitalization, how 
much of it was from your depreciation reserves, how much was from 
money plowed back in, and how much was new money that came from 
outside sources ? 

Mr. Ticocnatr. I have not. the figures, but those would be available, 
Senator. I have not the figures. We borrowed substantial money 
during that period of time and some of it was from profits, of course, 
and some from depreciation and from acquisition. 

The CrAmwan. You will submit those figures. We do not want 
to be prying into your profits ¢ and losses, that j is your private business. 
As we are talking’ about the price of newsprint, we would like to know 
the percentage of capital investments that went into the newsprint 
industry. 

Weare not too concerned with the other part of your business, which 
is a great business, in which the other products are manufactured. 

Mr. Ticoutar. We will try to reek that out. As TI say, so much 
of our investments are pooled together and it is going to be a little 
difficult, but I think we can get an intelligent statement for you. 

(The ‘information referred to above is as follows: ) 

CROWN-ZELLERBACH Corp., 
San Francisco, Calif., March 26, 1957. 
Hon. WARREN G. MAGNUSON, 


Chairman, Committee on Interstate and Foreign Commerce, 
United States Senate, Washington, D. C. 
DEAR SENATOR MAGNUSON: During the course of Mr. G. J. Ticoulat’s testimony 
certain requests were made by members of the committee for additional infor- 
mation. Accordingly, we are submitting the following material: 
1. During the course of Mr. Ticoulat’s testimony request was made for us to 
indicate the increase in capitalization of Crown Zellerbach in recent years. The 
increase and its sources are as follows: 


Inerease in capitalization, Crown-Zellerbach Corp., Apr. 30, 1950, through Dec. 


31, 1956 

Thousands 

Net increase in long-term debt__.-.-.---.--.--_--_---_~- eis ke tie. $76, 440 
Increase in common stock outstanding *_--_.....-.___---_-------___- 94, 845 
ne “UNRE s k k en bineaitis ae 129, 897 
Net increase in minority interest____._.._-_---___--~-~-~ BAe leaeinae 3, 601 
meetieement of preformed Stomt. ou. os Se lel ll _ (4,021) 
Nice te tteces asian thc ohh ante eunen apie weenererrekebvte 300, 762 


1This increase was due primarily to the issuance of common stock in exchange for the 
stock of Canadian Western Lumber Co., Ltd., St. Helens Pulp & Paper Co., and Gaylord 
Container Corp. 

During the period the total flow from depreciation, depletion, and amortization 
amounted to $73,093,000. 

2. Reference was made in the testimony to increase in working capital required 
by reason of increases in the production and sale of newsprint. Since we produce 
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a very wide range of paper, board, and other forest products, it is impossible 
for us to provide from the accounting records the changes in working capital 
attributable to newsprint. We have, however, attempted to estimate the amount 
of the increase required over recent years. We estimate that for the year ended 
April 30, 1950, the working capital required for newsprint was $7,300,000 and 
that the working capital required for newsprint during the year ended December 
31, 1956, was $10,900,000 or an estimated increase in required working capital 
ot $3,600,000 for newsprint. 

3. In the course of his testimony Mr. Ticoulat stated that we would submit a 
statement of our cost increases for the production of newsprint. 

We have compared the manufacturing cost factors as of June 1952, and 
January 1957, in 3 of our 4 mills producing newsprint. The fourth is excluded 
because it was not in operation in June 1952. Our analysis ascertained the 
changes in three factor costs, namely, labor, wood, and fuel oil. These 3 factors 
account for approximately two-thirds of total costs and the percentage changes 
found for these 3 factors were applied to the remaining factors to obtain a total 
change in factor costs. (Prior analysis establishes that the amount of change 
in these remaining factors is closely related to the amount of change in the 3 
factors calculated.) When converted to changes in factor cost per ton of news- 
print, the total change amounted to $11.48. This figure does not include general 
rail freight rate increases approved by the Interstate Commerce Commission 
for the Western United States of 6 percent effective March 7, 1956, and 5 percent 
effective December 28, 1956. Because of the many variables involved, we have 
not attempted to allocate actual dollar freight increases to newsprint tonnage. 

4. We were also requested to indicate the amount of capital expenditures 
made in recent years for newsprint. Between April 30, 1950, and December 31, 
1956, we spent $30,125,586 in capital outlays on facilities that may be described 
as exclusively for newsprint production. This figure, however, only represents 
capital expenditures on facilities used solely in’ the production of newsprint. 
There were also expenditures made for facilities on which newsprint was from 
time to time produced at the expense of other product lines in order to supply 
the unanticipated increased demands of our newsprint customers. In addition, 
we had many millions of multiple-purpose capital outlays. Expenditures for 
timber and timberlands were, of course, in support of a broad product mix, often 
ranging from newsprint through green veneer, but were never made exclusively 
in behalf of our newsprint business. Another example of multiple-purpose 
expenditures that make it impossible to present a complete figure for capital 
expenditures for newsprint is our current program at our Elk Falls mill in 
Canada. This program includes a new kraft pulp mill, a bleach plant, and a new 
paper machine. The kraft pulp mill, the bleach plant, and the paper machine 


“will operate part time on newsprint production, and the balance of the time on 


production of kraft wrapping grades. How much of the facilities will be devoted 
to newsprint as against other grades is a matter of market demand. Clearly, 
any allocation of capital expenditure in this situation would be arbitrary in its 
selection, and misleading in its meaning. Although this Elk Falls situation is 
presented because it so well illustrates the problem of capital allocation, it is 
duplicated in various degrees in numerous other places in the corporation. 

5. Mention was made in the hearings of the greatly increased capital costs 
for constructing new paper facilities today. As examples of these increased 
costs, both of which are typical of the situation as it has developed, are the costs 
of two items used extensively by our industry. The first is the price of a Jerdan 
(a Jordan is used to refine the pulp just prior to its movement to the paper 
machine) which increased from $9,912 in 1950 to $13,300 in 1956, and today is 
priced at $14,630. This is an increase of 47.5 percent over the period. The 
prices shown were furnished by E. D. Jones & Sons Co. of Pittsfield, Mass., and 
represent the prices of one of their own products. Competitive products show 
virtually the same price changes. The second example is the price of wood 
chippers as furnished by the Sumner Iron Works of Everett, Wash. (The chip- 
per is used to convert logs to chips for use in making chemical pulp.) The price 
increase indicated amounted to approximately 25 percent between 1952 and 
1956. 

6. During the testimony reference was made to the expansion in capacity 
that is now occurring. The full extent of this immediate increase in the west- 
ern region can be fully comprehended by relating known expansions to existing 
eapacity. According to the ANPA the annual newsprint capacity in the western 
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region at the end of 1956 was 1,028,144 annual tons, 310-day basis. Without 
regard for improvements of existing equipment that may occur, expansions 
reported as occurring in 1957 and 1958 will add 418,500 tons annual capacity 
in the form of new machines. This is an increase of 41 percent over 1956 
and this percentage will no doubt be further increased by reason of machine 
improvements. The capacity additions from new machines during 1957-58 are: 


1; Grown! Zelierbach (British Columbia) i. ----- 2 * 60, 000 
i a dt banaue cpa eects Eteeh ta chew ine res 87, 500 
ee eee ene eee eee Cag aatekna— anon 200 ,v00 
a UN earn el ee aims ecertdet tach an gresien aoemmer men oeeeneees 46, 000 
Se a a rar NE a oe ane os seinen tos ogi minensccipraneneomereniens mee 25, 000 

OE ier Ie BREN i Se eh eb end a ndsnde 418, 500 


1The machine under installation is a dual-purpose machine to run both newsprint and 
wrapping grades. Tonnage shown is rated capacity when full time on newsprint. 


Very truly yours, 
C. S. CULLENBINE, 


Secretary. 

The Cuarrman. Here is the thing we don’t understand that the 
price, every time it is raised, is raised the same by every company— 
the same price. You don’t vary 10 cents. 

Mr. Ticoutar. There is some variation, I understand, in the East. 

The Cuamman. I don’t know. All we know is what we read. 

Senator Purret.. Here is the thing that bothers me about the figures 

ou have given me again. I don’t want to put words in your mouth, 
but you tell us you have increased your cost, your price, by $4 a ton. 

Mr. Ticoutar. That is right. 

Senator Purrent. How did you justify it? On the basis of in- 
creased costs? Where are the costs? That is all we are asking you. 

Mr. Trcounat. On the basis of increased values of timber, incr eased 
replacement costs, increased labor costs. 

Senator Purreti. These are all elements of cost determining your 
selling price. 

Mr. ied LAT. I have no figures with me at all, Senator. 

Senator Purreii. If you haven't got a bre akdown of the cost, of 
operating your newsprint, how would you know that $4 is justified 
or not? You have got to have a breakdown of those figures. Then 
the only answer is others went up and I did. That isn’t a very satis- 
factory answer, I might say. 

But if you have a breakdown, then we can determine what the 
increased costs were. That is all we are asking. It is hard, believe 
me, for me to understand how such an organization as yours, as 
efficiently operated as I believe it to be, would operate any division 
without having a pretty accurate knowledge of every element of cost. 
The question of burden is one that I realize what you are up against, 
but my gosh, that isn’t an insurmountable problem. You know how 
to distribute burden and sodoI. I will bet it is distributed in a pretty 
accurate way in your operation, and I know that you probably 
have allocated those elements of burden properly to this portion of 
your business which is in your newsprint ‘idtinesn. 

We just want those figures so we can determine what accounts for 
the $4 increase. That isa reasonable request; isn’t it ? 

Mr. Ticouxar. I believe so. We will try to give you an intelli- 
gent answer. 


a 
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The Cuarrman. Another thing that is hard to understand, and 
I would think it difficult for the Publishers’ Association to under- 
stand—surely some companies’ production costs are higher than other 
companies. Why do you all agree on the same increase in price, $4? 

Mr. Ticoutar. No one agrees on anything, Senator. 

The Cuairman. That is what you raised it. 

Mr. Ticoutat. We came to the same figure. 

The Cuairman. You came to the same figure. All companies came 
to the same figure. 

Senator Porrer. About the same time. 

The Cuarrman. The same time. 

Mr. Ticoutatr. Ours was announced substantially after the others. 


Senator Porrer. It was within a month. There were about 4 or 
5 within about a month’s time. 

The CHarrmMan. Let me ask this: During the past year have you 
ever discussed with any of the other companies the price of news- 
print ? 

Mr. Ticouxat. Most assuredly not. 

The Cuarrman. You haven't. 

Mr. Ticou.ar. Positively not. 

The CHarrman. You never mentioned the subject of newsprint 
prices with any of the rest of them ? 

Mr. Ticounat. No, sir. 

The Cuatrman. Do you know of any meetings or anything that 
has been had on price? 

Mr. Ticoutat. None whatsoever. 

The CHatrman. All you know is somebody starts it, and you follow. 


Mr. Ticou.ar. Newspapers publish it and we know what it is. 

Senator Purrett. Where competition exists, of course, under a 
system of competitive capitalism, again I am not putting words into 
your mouth, but I can understand, I don’t say that I understand this 
particular situation, but I can understand where competition exists 
that prices pretty well ultimately find a common level in competition. 
That is understandable. 

I don’t know whether it applies in this case or not. I don’t know. 
But I would say that that I understand. 

Mr. Enrticu. It is a standardized commodity and according to the 
laws of economics and supply and demand it comes to a level. Or 
you would have to eventually go out of business if you undercut. 

Senator Purreti. I can understand that. I am not arguing about 
it. Ican quite understand it. 

Mr. Ticoutat. We have an obligation to our stockholders and we 
must go down to meet competition. Conditions are reasonable and it 
seems justified to us. We have a right to expect our customers to pay 
us the increased prices and we have an obligation to our stockholders, 


I believe, to get it for them. 
The CuarrmMan. I think you should get a reasonable profit. That 


is what you are in business for. 

Senator Purreiy. I would say that where competition exists, and 
real competition exists, aitinantely you will find a common denomina- 
tor. There is no question about that. I don’t question that. I know 


that. 
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Mr. Ticounat. And it is bound to happen on newsprint because it 
makes news if anyone changed the price. 

The Cramman. I agree with the Senator from Connecticut, you 
reach a sort of common level. But for everybody just to say $4, in 
your case it might have been $3.90, or $4.10? 

Mr. Trcounatr. Any one of us could have obtained much higher 
prices on a number of occasions in the past, Senator, had we wanted 
to take advantage of the situation. Certainly we didn’t. And appar- 
ently no one else did. 

Senator Purrett. Where difference of costs may exist, competition 
will pretty much determine whether the fellow who is less efficient 
can get more for his goods; where competition exists, he can’t. He 
has to meet the price of the’ more efficient, assuming that competition 
exists, and he has to meet that price. 

So you will ultimately have a common price in a competitive market. 

The Cuarrman. Meet it up or down. 

Senator Purrety. He has to if he wants to stay in business. I am 
talking about the normal operations of our system of competitive 
capitalism. That is the beauty of it. 

The CuatrmMan. He has to meet it going down. There is no argu- 
ment about that. 

Senator Purrett. He has to meet it going down. He doesn’t have 
to meet it going up, but usually—I am not speaking again for this 
industry—pri ice increases caused by increased costs are warranted. I 
say if one has—assuming that competition exists—and one has a price 
advantage, the other one through a leveling process will have to meet 
it or see their business lost. But I do not speak for this or any other 
particular industry. 

The CHarrmMan. You will submit those figures to us? 

Mr. Ticounar. I will, Senator. 

The CHatrmMan. Let me ask you this question. Do you sell to 
Canadian publishers ? 

Mr. Trcoutat. By that you mean sell in Canada? 

The CuarrmMan. Do you sell to Canadian publishers at all ? 

Mr. Trcoutat. Our Canadian company does; yes. 

The Cuatrman. Do you know whether the price to Canadian pub- 
lishers is the same as the price to American publishers ? 

Mr. Ticoutar. I am sorry, I don’t know. 

The Cuarrman. Could you furnish us that ? 

Mr. Ticounat. Yes. 

(The information referred to above is as follows:) 





Crown Zellerbach Canada’s price of newsprint in Vancouver was just recently 
raised to $130 per ton f. o. b. dock. In comparing this with the United States 
price it must be remembered the Canadian dollar is being sold at a premium of 
over 4 percent so that when both prices are converted to the same currency our 
Canadian company’s price in Canada is higher than our price in the United 
States. In addition, freight rates to Vancouver are considerably lower so their 
net f. o. b. mill return is higher on Canadian sales. 


The CuairmMan. You say you announced your price increase about 
2 weeks ago? 


Mr. Ticovtar Our price was announced February 6, 1957, effective 
March 1. 
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The CHatrMan. So the price increase now is effective on March 1 
by pretty near all the major companies, is that correct / 

Mr. Ticoutat. I know that 4 or 5 of them have already announced 
it over the last month or two. I think that is substantially all of them. 

The CHArrMAN. So the price announcement was the same price, the 
same $4, all to take effect at the same time, those 

Mr. Ticovutat. I am not sure the effective date is the same, Senator. 

The CHairman. I don’t know either. I was just inquiring. 

Mr. Ticoutat. I don’t know that that is so. 

The Cuarrman. Generally, it is March 1 for all of them? 

Mr. Ticou.tat. I don’t know that that is so. 

Senator Porrer. It is with some of them. 

Senator Purrett. One more question. Is the demand for your 
product—does it presently exceed your supply or your capacity for 
supply ? 

Mr. Ticoutar. You mean the immediate moment / 

Senator Purre.n. This year. 

My. Trcounat. In 1956, on newsprint, we were in a very tight situa- 
tion. We were able to fulfill all of our contractual obligations by 
diverting capacity from machines which normally made other grades, 
to the manufacture of newsprint. So we fulfilled all of our obligations. 
We did not cutback on a single contract. 

Senator Porrer. How long do your contracts run ? 

Mr. Ticoutat. Contracts, how long do they run? Some are for 10, 
some for 7, some for 5 years. 

Senator Purretn. What sort of escape clauses do you provide in 
those ? 

Mr. Ticounatr. There are no escape clauses. We have a price which 
is our announced price. 

Senator Purretn. At the time the contract is signed, in other words, 
it isa firm price for the life of the contract ? 

Mr. Ticounat. No, it is not. 

Senator Purret.. I wondered. You do have escape clauses / 

Mr. TicouLat. I misunderstood what you meant by escape clauses. 
Yes, we can change the price by announcement any time we choose 
to. Obviously if we announce a price over what they can buy else- 
where, we would have a little trouble with them. 

Senator Purreti. Is it a commitment on the part of your customer 
to buy X number of tons ? 

Mr. Ticoutar. X number of tons, that is right. 

Senator Purrett. And a commitment on your part to deliver. 

Mr. Ticoutatr. To deliver. 

Senator Purre.u. Are there penalties ? 

Mr. Ticoutat. No penalties. I suppose if we didn’t make delivery 
they might sue us, but we never have been. 

Senator PurretL. Do you tie them up to one source of supply? 

Mr. Ticouniat. No; we do not. 

Senator Purreti. They don’t have to buy all their requirements 
from you? ; 

Mr. Ticoutat. They do not. 

Senator Purreti. And the term of the contract is 
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Mr. Trcounar. Varies 10, 7, and 5 years, different ones have differ- 
ent periods. 

Senator Purre.y. There is no price protection ? 

Mr. TicoutaT. What do you mean by price protection ? 

Senator Purreiu. Price protection by an extension of the price 
over and above the prevailing price. Let’s say you have no protection 
insofar as a firm price of any kind. A person pays the going market 
price at. the time the delivery is made? 

Mr. Ticoutar. He pays our going market price as announced, that 
is right. 

The CHarrMan. We have all kinds of letters. This one just hap- 
pens to be typical. You sort of created the impression here, and I 
think you believe what you have to say, that this newsprint thing is 
going to be all right. There is going to be competition. All the 
publishers just say the opposite, particularly American publishers. 
Here is a paper that says: 

As you are no doubt aware, the cost of publishing a newspaper has risen 
sharply in the past few years. With the cost of newsprint steadily rising, with 
the national advertising dollar going primarily into television, many a small daily 
newspaper is destined to perish. During the recent newsprint shortage we 
were forced to purchase newsprint on the grey market at $200 a ton. If we have 
to continue to buy at that price, we will have to close down for good. 

This letter is date February 19, 1957. There seems to be a gray 
market in newsprint. Is that correct? 

Mr. Trcoutat. Let me clarify what I said, Senator, which I think 
will answer your question. 

The CuatmrMan. This letter is typical of our communications from 
publishers, countrywide. 

Mr. Ticoutar. Iam sure that there have been shortages of newsprint 
over the last year or two, and maybe in some areas even yet. It may 
have been difficult for some people to get newsprint or get as much 
as they might want. 

On the Pacific coast the situation was tight last year. 

The Cuamman. We understand it is better this year. 

Mr. Ticovutat. It will be much better with the start of these new 
machines and before the middle of the year is around there will be 
plenty of newsprint. We are endeavoring to increase contracts and 
obtain new contracts and are finding plenty of competition. 

The CHatrMan. Let me explore that. That I don’t understand 
either I am only asking these questions for information. 

How can there be competition if there is an adequate supply and 
the price is the same? 

Mr. Ticounat. There can be plenty of competition in soliciting for 
service and soliciting for quality. 

The Cuatrman. Is the competition between you and your competi- 
tors a question of service and supply ? 

Mr. Ticovtar. That is right; and the question of 1 or 2 sources of 
supply makes it pretty tough competition. Many of them do want it. 
and maybe they should have it. 

The Cuarrman. If the source of supply is available in each case, 
then it gets down to just a question of which company the publisher 
or purchaser wants to do business with—personally, I mean. 

Mr. Ticovtat. Past services; competition in the past; the type of 
service and the assurance you have given him. 
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The Cuarrman. When you speak of competition, you say the sup- 
ply is going to be all right. There is no competition in supply. The 
price is the same, so there is no competition as to price. 

Then it becomes a question of competition as to which company the 
publisher is going to do business with, perhaps based on past perform- 
ances or 

Mr. Ticounat. Promises for the future. 

The CHarrman. Or promises for the future. It becomes almost a 
personal relation between the publisher and the company involved. 

Senator Purretn. Or quality of the product. 

Mr. Ticounat. Quality of the product. 

The Cuarrman. When you speak of competition, you are speaking 
of it in that term? 

Mr. Ticounar. At the moment, that’s right. 

The Cuatrman. At the moment, yes. I didn’t want the record to 
show you meant there was competition in price, because there is no 
competition in price. If the supply is adequate, there is no competition 
in delivery. 

Mr. Ticou.ar. There is no assurance that there will not be competi- 
tion in price. 

The Cuatrman. I think the experience of the past 10 years has been 
just the opposite. 

Mr. Trcounat. Senator, the past 10 years followed a war, where 
there was no expansion of newsprint or very little excepting that by 
speedups. 

The Cuamman. Let me ask you this. Do you anticipate any com- 
petition in price? 

Mr. Ticoutar. We have got our ears and eyes open. 

The Cuarrman. In the price of newsprint ? 

Mr. Tircoutatr. We have got our ears and eyes open all the time. 

The Curatrman. Do you anticipate any competition 7 

Mr. Ticounar. In price. I hope not because the conditions are such 
it would seem to me to be a foolish move. 

The CratrMan. You would like to see the price the same? 

Mr. Ticoutar. We would like to see our price profitable, reasonably 
profitable. 

The Cuarrman. It is profitable. You only raised the price so it 
would be profitable. You are not in business—no one suggests you 
should be—and not make a profit. 

Mr. Trcounatr. The thing that is difficult for me to understand is 
they fuss about a 314-percent increase or a 614-percent increase in 
nearly 5 years. That price 5 years ago was established under Gov- 
ernment regulation, and then we certainly had to do a lot of justifying 
of costs to get the price that we requested at that time. 

The Cuatrman. And Canadian raised the price on us at that time. 
The Canadian companies, when we had an OPA, fixed the price. 
You recall that. 

Mr. Ticoutatr. That was back in 1946 or 1947. I don’t recall the 
details of that. But I do remember the Korean one, and one very 
definitely—the OPS one. 

The Cuamrman. Do you believe that the price is determined by the 
Canadian companies more or less ? 
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Mr. Ticoutar. Not necessarily, but they are big enough factors 
that they can influence the situation. 

The CHamMan, Hasn’t it been the case that in the past few years 
the Canadian companies have determined the price; that when they 
have raised the price, the others followed ? 

a TicoutaT. I am not sure that that is right, Senator. It might 
be; Tam not sure that that is right. 

The Crarrman. You are in the business. You keep closer tab 
than that. 

Mr. Ticoutat. I don’t recall whether it was American companies 
or Canadian companies that made the announcements first over the 
period of the last 10 years. I don’t recall. 

The Cuaran,. Also in many cases a lot of publishers might have 
had a contract for X number of tons. They have had to go out on the 
gray market and supplement their tonnage. 

Mr. Trcoutat. That is undoubtedly true on occasions. 

The Cuamman. At a much higher price. 

Mr. Ticoutar, That is probably true. ‘That is true in some cases. 

The Cuarrman. That was true, yes. 

Mr. Ticovnat. But I get back to that factor that there was no 
expansion of new facilities until, I think, after 1952. 

The Cuatrman. And you must agree that would cause the average 
American publisher some concern. 

Mr. Ticouiat. And it rightfully should. 

The CuatrMan. Because his dependency on Canadian production— 
as you well know—is almost 80 percent. 

Mr. Ticoutat. The thing that they won’t recognize is that from 
1940 on through 1952 we were pretty much in a war economy and no 
one was expanding too much. There has been a lot of expansion since 
then, and there is going to be a whole lot more. 

I would be very much surprised, Senator, if we ever hear too 


much about the shortages of newsprint again in the next 5 years after 


we get over the hump of this year. 

The Cuarrman. If that is correct, then I think there will be bette: 
feeling all around about it. 

Mr. Trcoutar. Iam sure there will be. 

The Cratrman. Then we wouldn’t have to go into this matter par- 
ticularly. I think if we were relying upon American production for 
80 percent, probably we all could get together and do something 
about it. 

But one of our concerns here is the question of the Canadian produc- 
tion; and the experience has been, unless I am wrong in what people 
have advised me—publishers, associations, and otherwise—that the 
price rise always comes from the Canadian groups; and the price rise 
is the same, followed by everybody, and it becomes the same price and 
usually it becomes effective at the same time, or within a brief period. 

Mr. Ticovttar. I can understand on a iominodity such as news- 
print the price leveling off, because it becomes public information. 

The Cuairman. You agree with me that this $4 increase is going to 
severely handicap, don’t you, a lot of the publishers ? 

Mr. Ticounat. You talk about these small publishers. I suppose 
you are talking about the man who uses 50 or 100 tons a year. If it is 
100 tons, it means $400 difference to him a year. 
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The thing that hurts him is if he has to go out in the black market 
and pay $200 a ton. Then he doesn’t know whether he is going to 
survive. 

The CuarrMan. a this letter I just read. 

Mr. Ticoutar. I don’t believe that this $400 per year is going 
to make much, if any, difference to these small publishers. You are 

talking in very small amounts. When he has to pay $200 or $250 a 
ton, he is hurt. 

The CuarrmMan. Many of them feel it is going to seriously handicap 
them. 

Senator Purrett. Actually what has happened to many of the pub- 
lishers, from what I have heard, or to those I have talked with in 
dliscussing it, and I assume it is the views of others, also, is that the 
newspapers are finding themselves in a position—and this may appear 
farfetched, but I am not sure that it is—where they might have to 
price themselves out of a market. 

They are the means of public dissemination of information, a very 
vital part of our whole structure here—public information. They 
have served that from the very beginning of our history. 

These price increases in newspapers with other media for informa- 
tion might well find the newspaper industry as a whole in a rather deli- 
cate situation financially. If that is so, then many of these papers 
won't be able to give to the public that which they were organized to 
give, and what we expect they will continue to give. 

Those are some of the phases that we are interested in exploring. 

Mr. Ticoutat. That concerns us, too, Senator, because if any thing 
of that kind happened, we might have some newsprint facilities that 
wouldn’t have much value. 

Senator Purre.t. That is correct. Of course, that would be the re- 
sult of that. It might also be, if prices continue, that they might be 
the cause of it, too. 

But this concerns me very much, and I feel it concerns all of the 
committee. Isn’t that correct, Mr. Chairman ? 

The Cuamman. Yes; I agree with you, sir. 

Senator Purrett. We may find ourselves with other types of infor- 
mation available to the normal newspaper reader where they would 
not be seeking the newspapers as a source of information, which is the 
purpose it has served—and I hope it will continue to serve. It is bad. 

The CyHatrMan. Here is an example of what high newsprint prices 
cause. The New York Times on February 24 announced by a letter 
to readers in this area: 

DeAR READER: Nobody has to tell you about the increased cost of living. It 
is very real to us, too. The result is that we must increase the price in Wash- 
ington for the Sunday edition of the Times to 35 cents a copy. 

Mr. Ticoutat. Certainly that took full care of the $4 a ton and a 
whole lot more. 

The Cratrman. There is no question about that. But that is the 
point the Senator from Connecticut is making. 

Senator Purrety. But they didn’t increase the price of the pa 
and I am not defending the paper or its price; I know nothing : shout 
the cost of producing that paper—but they didn’t increase the price 
every time there was an increase in the cost of paper. 

Mr. Ticoctat. I have no information on that. 
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Senator Purrett. Ihave. Iam sure they didn’t. 

Mr. Ticoutat. We are very sympathetic with their problem because 
they are our customers and very substantial customers. We are con- 
cerned about their future and their ability to make money. 

The Cuanman. Most papers have been increased in price, haven’t 
they, from 5 co 7, 8 or 10 cents ? 

Mr. Ticoutat. That’s right. 

Senator Purreti. This is a serious threat, I believe, to this whole 
newspaper industry. It may not be a threat serious enough to cause 
any dislocations this year. 

Mr. Ticounat. And the newsprint manufacturing industry, too, 
Senator. We have a big stake in this, big investments, to take care 
of their needs. 

Senator Purrett. Woe to the country when the newspapers aren’t 
available and conducted as they are today for information for the 
public. 

Mr. Ticounat. That’s right. 

The Cuatrrman. And the yearly subscription price of most of them 
has been increased somewhat. It is pretty hard to find a nickel news- 
paper any more. Washington papers are still a nickel and we ap- 
preciate it. 

Senator Purretn. So we are trying to tie all of these loose ends 
together to try to get the picture to find out where we are heading 
and what can be done about it, if anything can be done. 

I want to express to you, as one member of this committee, my 
thanks for your testimony. Mr. Chairman, I understand we are going 
to get some of those figures on the breakdown of costs, for that par- 
ticular division of your business. That will be very helpful to us. 

The Cuarrman. And be sure of the figure of what you charge 
Canadian newspapers, now. 

The committee will stand in recess until 2:30 p. m. 

(Thereupon, at 1:07 p. m., the committee recessed, to reconvene at 
2:30 p. m. of the same afternoon.) 


AFTERNOON SESSION 


The Cuamman. The committee will come to order. 

We have Mr. Caspar, who is vice president in charge of sales of the 
Great Northern Paper Co., Bangor, Maine. We will be glad to hear 
from you, Mr. Caspar. You have a written statement. — 


STATEMENT OF ALBIN R. CASPAR, VICE PRESIDENT IN CHARGE 
OF SALES, GREAT NORTHERN PAPER CO., BANGOR, MAINE, AC- 
COMPANIED BY ROBERT HELLENDALE, CLERK 


Mr. Caspar. Mr. Chairman, I have another man from my company 
with me, Mr. Robert Hellendale, clerk. 

The Cuatrman. Mr. Hellendale, who is also with the concern. You 
may read your statement, Mr. Caspar. 

Mr. Caspar. My name is Albin R. Caspar and I was born in Lisbon 
Falls, Maine. I have been in charge of sales of the Great Northern 
Paper Co. since July 1935, a vice president of the company since 
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June 1936, and a director and a member of the executive committee 
since 1950. 

Great Northern Paper Co. was organized in 1899 under the laws of 
the State of Maine. It has two mills in Maine and a sales office in New 
York City. 

In recent years over 90 percent of sales have been standard news- 
print paper, the balance consisting of ground-wood specialty grades, 
generally related to newsprint, and some wrapping paper. The oper- 
ations of the company are what are generally described in the paper 
industry as completely integrated. 

That is, the company owns and cuts timber, transports the wood to 
its mills, produces practically all of its power and pulp requirements, 
makes the pulp into paper, and sells paper directly to consumers. 

The mill at Millinocket, Maine, has 11 paper machines, and the 
other mill at East Millinocket, Maine, has 6 machines. In 1956 the 
2 mills produced about 584,000 tons of paper. 

All but 1 of the 17 machines are designed primarily to manufacture 
standard newsprint paper. A few of the machines have additional re- 
finements which enable them to make ground-wood specialty grades of 
somewhat better quality than newsprint. One machine makes heavy 
paper for wrapping the paper made on the other machines. 

The company regularly employs approximately 2,200 men in its 
manufacturing operations. In 1956 it provided over 8.5 million man- 
hours of employment in the woods, including company woods opera- 
tions and those of independent contractors and farmers who furnish 
pulpwood. 

All of the newsprint which Great Northern sells in the United States 
is sold in the territory east of the Mississippi. It has customers in all 
but three States in this area. At present the company has 208 news- 
print contract customers in the United States, of which 201 are pub- 
lishers or printers of newspapers. 

Contracts with these customers, grouped into given tonnage ranges, 
are as follows in number and percentage : 
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It also had, in 1956, 85 noncontract customers, some of whom are 
publishers of small newspapers, several of whom are distributors who 
sell to small newspapers, and some are job printers. 

The company also sells some newsprint and other grades in the 
export market. These sales are handled almost entirely by exporting 
concerns who take delivery at Atlantic seaports. Newsprint sales of 
this nature in 1956 amounted to 13.5 percent of the company’s total 
newsprint tonnage. 

Great Northern sells its newsprint on a delivered price basis, with 
full freight allowed to the customer. 
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The company offers one price to all its customers in the same area. 
The price is the same to contract and noncontract customers, and it is 
the same whether it is sold to publishers or jobbers. Quantity differ- 
entials are not granted. 

Contracts for the sale of newsprint are generally fairly long term. 
They vary with the individual customers, but most of our customers 
wish to be protected for a period of some years. At the present time 
our customers may contract with us until the end of 1966, or for a 
shorter period if they so prefer. Some of our customers buy exclu- 
sively from Great Northern, but the majority buy their requirements 
from several different sources. All contract customers agree, however, 
to take specified quantities of newsprint. 

Attached to this statement as appendix A is a table showing this 
company’s price history from the time price controls were removed 
after World War II to date. Great Northern has always established 
its prices independently. In some periods, its price has been equal 
to that charged by its competitors. In other periods Great Northern 
has been below the price of its competitors. 

The price for Great Northern newsprint sold to a contract customer 
may be changed at any time by written notice to the customer. The 
price is limited by the following provision contained in our contracts : 

At no time during the term of this contract shall any price fixed by the manu- 
facturer under the above provisions exceed the highest contract market price 
at which a substantial tonnage of standard newsprint paper is sold by another 
established North American newsprint manufacturer for deliveries in the United 
States, east of the Mississippi River, in effect at the time of delivery in the area 
to which deliveries are made. 

Attached as appendix B is a table showing the company’s newsprint 
production from 1947 to date. Both mills have operated at full capac- 
ity during this period, except during the last 2 months of 1955 and 
the early part of 1956. The cause of this curtailment was a power 
shortage resulting from below-normal rainfall in northern Maine. 
Current production is greater than ever before in the history of the 
company and amounts to about 6 percent of the total for North Amer- 
ica and 30 percent of United States production. 

As the production figures over the years indicate, Great Northern 
has endeavored to follow a program of expansion in its manufacture 
of newsprint. During the period immediately prior to World War 
II, three of the older paper machines at the Millinocket mill were re- 
placed with machines of higher capacity. The replacement program 
was interrupted by the war, but by 1952 all 6 of the older machines 
at Millinocket had been replaced in the same manner. 

There is one thing in the figures that may bea little confusing. You 
will notice that, in spite of these replacements with higher capacity 
machines, our newsprint tonnage was actually lower in 1953 than in 
1952 by some 16,000 tons. The reason for this is that over the last 
several years there has been a gradual narrowing of the roll widths 
used by newspapers. 

As this has occurred, the amount of salable newsprint that our paper 
machines could produce has, with the exception of periods of peak 
demand, been reduced, with a consequent detrimental effect on their 
overall efficiency as producers of newsprint. 
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After the replacements of the older machines at Millinocket had 
been made, the company attempted to lay out a program to bring a 
substantial increase of newsprint tonnage into the market. In con- 
- sidering plans for expansion, two fundamental problems had to be 
solved. 

In the first place, although Great Northern owns almost 214 million 
acres of timberland in Maine, the company’s foresters were not at all 
sure that these lands could permanently support any great increase in 
pulpwood consumption. Great Northern has always tried to follow 
a policy of cutting timber on a sustained-yield basis; that is, taking 
from the forest each year no more than grows back. It is believed 
that the area which supplies wood for Great Northern’s mills cannot 
permanently produce a supply of softwood for making greatly in- 
creased quantities of paper. 

Although it was known that the area could furnish large amounts of 
hardwoods, no one at that time had ever made newsprint in substantial 
quantities out of anything but softwood pulps. 

The second problem was power. In the past, Great Northern has 
relied principally on waterpower for making ground woodpulp. By 
1952 the company had five waterpower development on the Penobscot 
River and was working on a sixth. However, a substantial block of 
additional power was required for any significant expansion. 

At the rate at which power is consumed in the manufacture of 
newsprint by conventional methods, the power requirements for an ex- 
pansion were tremendous, and, in the — of the company’s engi- 
neers, beyond the practical capability of the Penobscot River. 

However, in 1952 the company began a program to expand its pro- 
ductive capacity by about 40 percent. The supply of wood was aug- 
mented in the required amount by the introduction of a new method 
of making pulp from hardwoods—the chemiground-wood process. 
This process, conceived in the laboratories of the New York State Col- 
lege of Forestry, was never used commercially until developed by 
(;reat Northern. 

By this process hardwood in 4-foot lengths is cooked under pres- 
sure in large steel digesters. The wood is then ground in a conven- 
tional manner, but at a considerable saving in power. 

In short, by the development of this process, Great Northern suc- 
ceeded to a large degree in overcoming these two fundamental prob- 
lems; that is, wood and power. 

The program of expanding the East Millinocket mill, now substan- 
tially complete, includes a high-pressure steam powerplant, a 300-ton- 
per-day chemiground woodpulp mill, additional grinders for making 
ground woodpulp, and 2 new paper machines having a rated capacity 
of 250 tons of paper per day each. 

As soon as the expansion was authorized the company’s sales de- 
partment began offering to sell the tonnage to be preduced on the new 
machines. At that time, however, demand and supply seemed to have 
settled into balance, and other new newsprint production was coming 
into the market. Although a very thorough canvass was made of all 
newsprint users in the area served by the company, both existing cus- 
tomers and potential new ones, only a minor proportion of the ex- 
pected production of the first new machine was sold by the summer 
of 1954. ' 
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The imminence of substantial production from the machine made 
it imperative to sell the unsold tonnage in the export market, the only 
outlet available at that time. 

The Cuarrman. Is the world price higher than our price, generally ? 

Mr. Caspar. I don’t think I can answer that too well, Mr. Chair- 
man. I don’t know what paper sells for generally in the European 
countries. 

The CHatrman. Is it generally about the same? 

Mr. Caspar. I know that the paper we sell in export, which moves 
into other countries—South America, for instance—we sell at the same 
price as in New York, for instance, if it is shipped from there, as we 
do to our New York customers. 

The freight, of course, must be added to that—the ocean freight. 
The price must be considerably higher. 

The Cuarrman. You sell it f. 0. b. tidewater ? 

Mr. Caspar. We would sell it f. o. b. on mill with freight allowed to 
tidewater. 

During the late spring of 1955 the domestic market experienced a 
resurgence of demand, and no difficulty was experienced in selling 
the extra production resulting from the inauguration of a 7-day oper- 
ation of the paper machines during May 1955, and from the second 
new paper machine, which began producing during the late summer 
of 1955. 

In 1956, as a result of the expansion and of 7-day operation, the 
company’s total production exceeded that of 1953 by well over 40 
percent, despite the fact that operations were seriously hampered by 
the shortage of power. Expectations are that in 1957, with normal 
operating conditions, Great Northern’s production will be in excess 
of 600,000 tons of paper, a 50-percent increase over that of 1953. 

At the present time the company is erecting a new high-pressure 
steam plant at Millinocket to provide efficient steam power for mil! 
use at the Millinocket mill and to supplement the company’s other 
steam and waterpower facilities. 

It is intended that when power from the new plant becomes avail- 
able, the company’s whole power system will not only be adequate 
to meet the firm demands of the mills, but that there will be ample 
standby power to permit the present rate of operations and a reserve 
for further increases in production from present paper machine 
facilities at both mills, even during periods of low water. 

Altogether, the cost of the expansion, beginning with the construc- 
tion of the power station at Ripogenus Dam and ending with the 
Millinocket program, will be about $72 million. This amount repre- 
sents the estimated cost of the expansion program alone; it does not 
include normal replacements and capital additions. 

In 1950 the company was using in the business, assets which had a 
depreciated cost of $52 million. By the end of 1956 this figure had 

increased to $116 million, which is the actual cost of the assets, less 
reserves for depreciation and depletion, without taking into accout the 
authorized but unexpended funds necessary for the work still in 
progress. Most of the money for these evpenditures was raised by 
borrowing and by issuing preferred stock. 

In the period from 1952 to 1955 the company sold $38 million of 
long-term notes; and in 1954, $10 million was obtained by the sale of 
preferred stock. In 1955 $2,500,000 of the preferred stock was retired 
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with funds provided by the sale of the company’s specialty paper 
mill at Madison, Maine. The balance of the money required for the 
expansion and normal capital replacements was obtained from com- 
pany funds. 

In this connection I should like to point out that during the period 
immediately before the expansion was undertaken—that is, during 
the four-year period from 1950 to 1953—the company’s earnings on the 
average net assets employed in the business were 7.5 percent. 

In the subsequent period, 1954 to 1956, inclusive, after the new 
facilities were brought into operation, the earnings on the same basis 
fell to an average of 5.6 percent, after adding back to earnings the 
net cost of interest on the borrowed money. 

In other words, not only did the company have to subordinate the 
interest of the holders of the common stock by many millions of dollars 
in order to finance the expansion, but even with added modern facili- 
ties, the net return on the assets employ ed in the business fell appre- 
clably. 

Furthermore, this return was on the basis of the depreciated cost 
of assets used in the business and did not give any effect to the 
increased replacement costs of any of the older machinery and equip- 
ment that will have to be replaced in the future. 

In conclusion I should like to make this observation: The ma- 
chinery required for the manufacture of newsprint is massive, intri- 
cate and, above all, expensive. Experience has demonstrated that in 
order to make newsprint on a competitive basis, a company needs to 
produce with large units. This involves large investments in wood- 
lands and power facilities, as well as in pulp and paper mills. 

As a result, in order to make newsprint bicceea Pally, a company 
must have a relatively high investment per ton of production. In 
our own case, our recent expansion program has required us to double 
the investment in order to obtain an increase of 40 percent in our 
production. 

For this reason, there is a constant need to maintain a high rate of 
operation in relation to capacity in order to keep the fixed costs per 
ton within reasonable limits. Therefore, there has been little in- 

‘entive to install new capacity into production after groundwork is 
begun, and therefore a quick surge of demand may outrun production 
for a time until new capacity can be brought into being. 

In summary, there is every indication that so long as a reasonable 
profit margin is maintained, the expansion of new sprint production 
will keep pace with demand on a long-pull basis. Temporary periods 
of short-supply may occur occ: sionally, until the time when a con- 
siderable excess of newsprint capacity is consistently available. 

However, in my opinion these excess facilities are likely to be 
brought into the market only if satisfactory profit margins can be 
maintained by the mills while operating at somewhat less than full 

capacity. 

The CHamrMan. Thank you, Mr. Caspar. That is a very good state- 
ment. I was going to ask this one question: I see your price up 
until February 1956 was $125 a ton delivered New York. That is 
the New York zone area? 

Mr. Caspar. That is right. Those are New York prices, Mr. Chair- 
man. 
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The Cuarrman. Then as of March 1 it will be $134? 

Mr. Caspar. Our price on March 1 of this year will be $134. 

The CuatrMan. nas these price raises the same type of raises that 
were testified to, heretofore, by the Crown-Zellerbach people? They 
usually followed in line the raises that were made ? 

Mr. Caspar. I think that will give us the same price as they have. 

The Cuairman. And the same amount in every case / 

Mr. Caspar. Yes. 

The Cuairman. Was that usually a rise in price by the Canadian 
mills first ? 

Mr. Caspar. Our company has always made its price independently. 
They did raise the price ahead of us. We announced our price on 
January 16. 

The CuatrmMan. That is what I mean. Would you say without 
going into detail that all of these price raises from 1947 have been 
first announced by the Canadians? 

Mr. Caspar. I don’t think we have ever announced one first. 

The Cuatrman. As far as you know, your company has never taken 
the lead. That is what I am talking : about. 

Mr. Caspar. No; we haven’t, Mr. Chairman. 

The Cuarrman. But you have always followed the same amount 
when the price was raised ¢ 

Mr. Caspar. No; we haven’t always followed in the same amount. 

The Cuairman. You haven't? 

Mr. Caspar. No. 

The Cuarrman. Have you been under or over / 

Mr. Caspar. Under, at various times. 

The Cuarrman. How much under? <A dollar or two? 

Mr. Caspar. I think a price increase was made around 1952 until 
1953. For a period of around 6 months we were $3 under the market. 
Then we came up to within $1 of the market. We had that differentia! 
until February 1 of last year, when we came up to the market. 

The CHatrMan. So for a period of time Great Northern was under 
the so-called market prices that have always been announced by the 
Canadians? 

Mr. Caspar. At times our price increases have been delayed, but 
eventually we have always reached the market. 

The CyramrMan. Eventually you have always come up to the same 
price ¢ 

Mr. Caspar. That is right. 

The Cuarrman. That $134 will now be the standard price? 

Mr. Caspar. I believe a number of mills have annourced that price, 
as have we. 

The Carman. But you also have a clause in your contract with 
your people which you pointed out here that at no time during the 
term of the contract shall an price be fixed by you under the above 
provisions to exceed the highest contract market price at which a 
substantial tonnage of standard new sprint paper is sold by another 
North American newsprint manufacturer for delivery. 














NEWSPRINT INQUIRY 123 


Mr. Caspar. Any other one; yes. We have had that clause in effect 
now for quite a few years. 

The CHarrman. So that would keep you in every case right up to 
that price, like the $4 in this case. 

Mr. Caspar. It could keep us up; it could let us get up there. 

The CHamman. It could let you get no higher than that. 

Mr. Caspar. We could get no higher unless somebody else did the 
same. 

The CuHaiman. What do you mean by the standard at which a 
substantial tonnage of standard newspaper print—that would be any 
large company; wouldn’t it ¢ 

Mr. Caspar. Any large company. But the standard newspaper 
print there means, of course, our regular 

The CHairMAN. But it must be a substantial tonnage. 

Mr. Caspar. That is right. 

The Cuamrman. That would give you the leeway to come up to 
that, but no higher. 

Mr. Caspar. But no higher. That gives the customer some pro- 
tection. 

The Cuarrman. Do you sell any Canadian? 

Mr. Caspar. Any Canadian customers / 

The CHarrMan. Yes. 

Mr. Caspar. No, sir. 

The CHarrman. You just sell American ? 

Mr. Caspar. Yes, sir. 

The CHarrMan. But some export ? 

Mr. Caspar. And export. 

The Carman. Your export amounts to a considerable tonnage, I 
see, 

Mr. Caspar. About 13.5 percent. 

The Cuarrman, That isa little higher than normal, 

Mr. Caspar. It is. We went into the export business quite sub- 
stantially in 1954. 

The Cuarrman. Is that mainly South America? 

Mr. Caspar. The bulk of it by far is South America. <A Jittle goes 
to Europe and a little goes to the Far East. A very small amount 
goes to the Far East. 

The Cuatrman. Then your appendix B shows that in the 10-year 
period your tonnage almost doubled. 

Mr. Caspar. Very nearly; very nearly. And that is newsprint onl 
there; those figures. We do make some other grades. They are aul 

The Cuarrman. The bulk of your business is newsprint ? 

Mr. Caspar. Ninety percent of our business is newsprint. 

The CHatrMan. Have you ever participated in any conversations in 
the past. year regarding newsprint price with other companies? 

Mr. Caspar. No, sir. 

The Cuairman. Thank you, Mr. Caspar. I have no further ques- 
tions. 

Mr. Caspar. Thank you, sir. 

The Cuatrman. Mr. Meyer. Will you please read your statement ? 
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STATEMENT OF AUGUST B. MEYER, PRESIDENT, BOWATER 
PAPER C0., INC. 


Mr. Meyer. My name is August B. Meyer. I am president of the 
Bowater Paper Co., Inc., of 250 Park Avenue, New York 17, N. Y. 

This statement is prepared in response to the chairman’s letter of 
January 30 suggesting that the committee desires my views on the 
scarcity of newsprint, newsprint prices, as well as the development of 
future newsprint. 

The Bowater Paper Co., Inc., is a paper merchandising company 
selling chiefly newsprint but also various and sundry types of paper 
and pulps. Our normal source of newsprint supply is that manufac- 
jared in Newfoundland by Bowater’s Newfoundland Pulp & Paper 
Mills, Ltd., and that manufactured in Tennessee by Bowater’s South- 
ern Paper Corp. 

The voting stock of all three of these companies is owned by the 
Bowater Corporation of North America, Ltd., of Montreal, Canada, 
which also owns the common stock of Mersey Paper Co., Ltd., which 
manufacturers newsprint—not being sold by us—in Nova Scotia. All 
the common stock of the Bowater Corporation of North America, Ltd., 
is owned by the Bowater Paper Corp., Ltd., of London, England. 

The Cuatrman. Then this isan English company ¢ 

Mr. Meyer. It isan English-owned company. The ultimate owner- 
ship of all of the equity of these companies filters back to England. 

The Newfoundland mill has a capacity of, roughly, 310,000 tons of 
newsprint a year, and we will purchase this year about 280,000 tons of 
this production, practically all of which we are selling to publishers in 
the United States. The Tennessee mill will produce about 290,000 
peo in 1957, and we purchase all of this production from the Tennessee 
mill. 

With the exception of 1 contract for 3,600 tons in South America, 
all of this is resold to publishers in the United States. The news- 
print of the Newfoundland mill is purchased by us from the New- 
foundland Export & Shipping Co., Ltd., an export subsidiary of the 
Newfoundland mill. 

I have been in the business of selling newsprint for more than 30 
years, and during that time I have been a paper broker and paper 
merchant working on my own account, and have, during the past 30 
years, been an employee of newsprint-selling companies. 

In addition to being president of the Bowater Paper Co., Inc., I 
am vice president of Bowater’s Southern Paper Corp. and a director 
of Bowater’s Newfoundland Pulp & Paper Mills, Ltd., and of Mersey 
Paper Co., Ltd. 

Through a typographical error, my secretary failed to include— 
and I suppose I should mention it because these companies are men- 
tioned in this presentation—that I am also a director of and vice 
president of the Bowater Corporation of North America and a di- 
rector of Bowater Corp., Ltd., of London, and a vice president and 
a director of Bowater’s Carolina Corp. 

I am honored in being asked to appear before you and to give you 
my views. I must stress that I am in no position to speak for the 
newsprint industry, but I do wish to submit some known statistics 
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and to draw some pertinent conclusions from them. I would like 
also to tell you what Bowater’s has done and plans to do about meet- 
ing increased demand. 
believe your first interest in the newsprint situation is that of 

supply and demand—past, present and future prospects. The at- 
teahied table shows capacity, production and consumption statistics 
for the United States and Canada, for the years 1946 to 1956, esti- 
mated for 1957, and a forecast of capacity production available by 
1960. 

The most important factor shown here is that in the 10-year period— 
I think this is very important to note: 


Tone 
Consumption inereased@.......... 2. 2nd i SO Se Be 2, 832, 000 
Pwoduetion: ineneeeds io nicccie cis iggesiti eee bee poe 2, 909, 000 


In other words, these 10 years, production has increased more than 
consumption has. 

The Cuatrman. Then why would you say that we have so much 
testimony that there is a shortage ? 

Mr. Meyer. There have been short periods because there have been 
seohins of the country, due to geographic location, that haven’t been 
as wel]—— 

The CuatrMan. Pardon me, I see you cover that in your next state- 
ment. 

Mr. Meyer. Yes. 

There have been periods of very short supply and some periods of 
balanced supply and demand during the last 10 years. Generally, 
the industry has kept abreast remarkably well with increased demand. 
It takes several years and many millions of dollars to install a new 
production unit. The four machines Bowater’s have installed since 
the end of the war represent an average investment of about $25 million 
apiece—that is, per machine. 

On the other hand, increases in consumption are not uniform year 
after year, as shown by the following facts on consumption taken 
from the table. 


Consumption in United States and Canada 





Tons Percent 
Sqpeass 2061 over prmeeding weer os oi. a 43, 000 0.7 
SGTRERE ROG OFON TURIN INE NOE inne cnnabbe case nena dp sonnneenesunssubpocane 22, 000 .3 
ee ne nD eg ES EA Re eee Lae en 184, 000 2.9 
TUS GUCE DEORIEIES WIIG indie cdg s 66 don ke cpio nb ddbhdide ends éss ceca 43, 000 -7 
EISGNOUNG/ TODD OVOT DROGOCIEE FOR es faicn ened scweng scouts bic qu apaiaingeie ent ganuee 484, 000 7.1 
Inerenss 1056 aver PIeeCUe YON sie sc Led 308, 000 4.4 


The average rate of growth in the last 2 years was 514 times the 
average rate of growth of the preceding 4 years. 

Supply and demand are resently about in balance as shown by the 
fact that United States publishers’ stocks on hand increased 177,000 
tons in 1956 compared to a decline of 58,000 tons in 1955. Source: 
ANPA Newsprint Bulletin No. 4, dated January 16, 1957. 

The short-term outlook for 4 years ahead is that there will be a sub- 
stantial margin of surplus capacity. Taking into account only the 

89794—57——9 
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new units which will come into production in 1957 and others which 
are now under construction or on the drawing boards, by 1960 there 
will be increases over 1956 in annual capacity totaling: 


Tons 
In the United States 
In Canada 
In other words, there is new capacity coming in between 1956 and 1960 
of 1,612,000 tons of newsprint per annum. 

The Cuairman. Do you think that is enough? 

Mr. Meyer. I think it far too much. Let me put it this way: Mr. 
Williams in his testimony yesterday said he would like to have a 
cushion of 500,000 tons a year. He has got a cushion here of nearly a 
million tons a year because, as I go on: 

Only partially offsetting this increase in capacity, increases in con- 
sumption are forecast as follows: 


Increase in United States consumption? 
Increase in Canadian consumption 


1 Newsprint Now and in the Next Decade published by American Newsprint Publishers 
Association in October 1956, forecast United States consumption in 1960 at 7,500,000 tons 
and this figure was confirmed in its report of April 1956. United States consumption 
in 1956 was 6,899,00 tons. 


This increase in consumption of 673,000 tons compares with the 
increase in productive capacity of 1,612,000. 

The Cuatrman. Let me ask this question. You say, “the units which 
will come into production in 1957 which are now under construction 
and on drawing boards.” How much of that is on the drawing boards 
percentagewise / 

Mr. Meyer. I would hate to have to say how much. I have shown 
in my table down here, if you will notice 

The Cuatrman. Where is that? 

Mr. Meyrr. It is the next to the last page. You will notice addi- 
tions to 1956 capacity. I have listed there all of the capacity that we 
feel quite sure is coming into production—that is, reliable representa- 
_ companies have either announced or started construction of these 
mills, 

The CHarrman. That amounts to 900,000 in Canada and 712,000; 
and those, as far as you can ascertain, are fairly sure things? 

Mr. Meyer. We know particularly that the American is absolute 
because 200,000 of it is ours. Coosa River has already started con- 
structing some additional units, and International has its unit under 
construction, and Southland has announced new machines. 

So these are all reliable companies. None of this is what you call 
fly-by-night statements of “We are going to build a mill here, there, 
and the other place.” 

There will probably be some increase in shipments to markets other 
than North America and some reduction in imports from Europe, 
both of which will reduce the surplus capacity, but at this time it is 
extremely difficult to forecast how much. 
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It seems clear though that there is little cause to fear any recurrence 
of a newsprint storage either in 1957 or in the years immediately 
ahead. 

The Bowater organization has made and will make the following 
contributions to increased annual production in North America: 


New machine at Corner Brook (1948) 
New two-machine mill at Calhoun, Tenn., 1956 


Total (1946 to 1956) 
The following expansions are underway : 


Increase in production at Corner Brook by 1958. 

Increase at Mersey mill by 1959. 

3d machine at Calhoun, Tenn., came into production January 1957 
4th machine at Calhoun, Tenn., scheduled for late 1958 


Total 1957 to 1960 
Grand total 1946 to 1960 

The Carman, I think right here, Mr. Meyer, we will have to 
recess for about 15 to 20 minutes, 

(Whereupon a short recess was taken.) 

The Cuarrman. The committee will come to order. 

All right, Mr. Meyer. 

Mr. Meyer. Mr. Chairman, I would like to point out that while we 
show an increase in production between 1946 and 1960 of 555,000 tons, 
it means that by 1959 we will have practically quadrupled our pro- 
duction. 

In 1946 we had a North American production of only 200,000 tons. 
In 1959 we will have a production of 755,000 tons. 

I will go on with the statement. 

Practically all of our increased production has been sold in the 
United States. 

The Calhoun, Tenn., mill will represent an investment of $116 
million when it attains its full capacity of 400,000 tons annually in 
1959. 

The Cuarrman. The Calhoun, Tenn., plant in 1959 will be going 
at full capacity ? 

Mr. Meyer. In 1959 the last machine will be operating, and it 
will have cost us $116 million when it is at full capacity. 

This reflects a cost of $290 per ton of annual production if the mill 
should run full. If it should run at only 90 percent of capacity, then 
the investment would be about $322 per ton of production. 

I suggest to you gentlemen that if you will examine the profits per 
ton of newsprint produced—excluding profits from the as of pulp 
or other grades of paper—of the large newsprint manufacturers, and 
will relate this to the cost per ton of building a modern, efficient news- 
print mill, you will find the rate of return would be surprisingly low. 

For example, the total reported net earnings of Great Northern 
Paper Co.—the largest newsprint producer in the United States— 
per ton of newsprint capacity were $10.40 per ton in 1955, and $11.34 
per ton in the first 40 weeks of 1956. 
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_ These earnings figures are derived from published annual and 
interim reports of Great Northern. Se eck of mills is taken from 
ANPA Newsprint Bulletin No. 15, dated February 23, 1956. 

: It is of course elementary that you cannot attract new capital to any 
industry without some expectation that its output when sold will yield 
a fair return on the investment after all costs are met. Any govern- 
mental policy interested in maintaining an adequate newsprint supply 
to meet the growth of the country must take account of this funda- 
mental fact. 

Now, gentlemen, as to the reasons for an increase in the price of 
newsprint at this time, I can do no better than to refer you to the letter 
I wrote all our customers on January 14, 1957, copy attached. 

I will read that letter. This is the letter I wrote to all of our 
customers. 

January 14, 1957. 

Dear Sirs: Last fall Sir Eric Bowater and I visited the various Bowater 
newsprint mills in North America and we were appalled at the very large increase 
in manufacturing costs that these mills were facing for 1957. Everything that 
the mills require for the manufacture of newsprint has gone up in price, and 
increased freight rates, in and out of the mills, add further to these costs. A 
substantial increase in price was indicated. 

However, Bowaters decided, after consideration, to defer any price increase 
until further study indicated to what extent they could absorb some of the 
increased costs for 1957 and still maintain earnings at a point where they 
would be adequate to support Bowaters’ large capital investment for new 
production. 

The decision has now been reached and it is with regret that we notify you 
that the price for Bowater newsprint will be increased $4 per ton, beginning 
March 1, 1957. The increase is much less than the increase in costs which Sir 
Eric and I found to be facing the mills. 

While the increase is effective March 1, we obviously will not charge it to 
any of our customers on any tonnage that we may be behind in delivery, at the 
end of February. 

We do hope you will realize that it is distasteful to us to have to increase 
prices because we know you have very real problems in passing on your addi- 
tional costs, and the last thing in the world we want to do is to add to your 
problems and burdens. We believe, however, that Bowaters’ expansion pro- 
gram is sound as it makes sure that they will be able to supply you with the 
newsprint that you require. Bowaters, however, cannot spend these large sums 
of money unless they have adequate earnings to pay interest and sinking funds 
on moneys borrowed. 

With kindest regards. 

Sincerely yours, 
THE BOWATER Paper Co., INC., 
Avucust B. Meyer, President. 


I will tell you about that. Last fall when Sir Eric and I went 
around to visit the mills, they showed us that their increased costs 
were way beyond $4 a ton. I think if somebody hadn’t beaten us to 
it with a $4 increase, we would have increased our price substan- 
tially above the $4. 

The Citarrman. Who beat you to it? 

Mr. Meyer. I believe, if my memory serves me, it was the Abitibi 
Co. But they are a very large producer. 

The Cratrman. When did the Abitibi Co. first announce the $4 
raise. Do you remember? 

Mr. Meyer. I have forgotten. 
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The Cuamman, This was written in January, so it must haye-been 
prior to that. re 

Mr. Meyer. It was prior to that. I think it was around the first 
of the year. I have forgotten. 

The Cuamman. Did you ever discuss price with any of the other 
Canadian operators? 

Mr. Mrrer. We never discuss price with anybody excepting our 
own people. 

The Cuarrman. You never had a meeting with them of any kind? 

Mr. Meyer. We have never had a meeting. 

The Cuatrrman. Was there a meeting in Chicago last fall? 

Mr. Meyer. Of what? 

The Cuareman. Of newsprint manufacturers. 

Mr. Meyer. Not that I know of. 

Senator Lauscur. Was Abitibi the first--—— 

Mr. Meyer. My memory is not of the best. My recollection is that 
Abitibi was the first. 

The Cuamman. I hope your memory is not suffering on the last 
two questions I asked you. 

Mr. Meyer. Which were those? You see how bad my memory is. 
We do not consult with anybody in the matter of price excepting our 
own people. 

Including the $4 per ton increase which becomes effective March 1, 
1957, our contract price for newsprint for delivery at New York will 
have increased 614 percent since June 1952. After deducting the cost 
of delivery, which the mill absorbs—that is, the freight rate on de- 
livering paper—in effect in June 1952, and that in effect now, the net 
return to the mill will have increased only about 5.6 percent in 5 years. 

That is due to the increase in freight to the delivery costs since 
1952. 

This is during a time when the cost of everything the mill buys has 
gone up in price; wages have increased substantially; and inbound 
freight costs on supplies has advanced materially. 

In the past 5 years, too, there has been enormous pressure on the 
mills for more and more production to meet the ever-increasing de- 
mand. In the past 2 years the mills in North America have operated 
at nearly 104 percent of their rated capacity. 

If operations in future years should fall below 100 percent of ca- 
pacity, the obvious result will be a substantial increase of both invest- 
ment cost and operating cost for each ton of newsprint produced. 

In summary I would like to express my view that— 

(1) The North American newsprint industry has done a remark- 
ably good job in keeping pace with the growth in newsprint usage in 
the United States and Ciena, and that new capacity for the fore- 


seeable future will more than meet the increase in demand. 
(2) The Bowater organization has contributed and hopes to con- 
tinue to contribute more than its share of increased capacity; and 
(3) Bowater has exercised remarkable restraint in increasing 
prices in the face of rising costs all along the line and despite constant 
pressure for more and more production. 
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I would like to add the fervent hope that the huge investment we 
have made in new facilities will be justified in the light of all the 
uncertainties of the future. 

Believe me, there are a lot of uncertainties on the horizon. 

(The table refered to by Mr. Meyer is as follows:) 


Newsprint supply and demand in North America, 1946 to 1957, and forecast of 
capacity available in 1960 


[Thousands of short tons} 


Capacity Shipments Im- Consumption 
Total ports | Total 
Year pro- from | sup- 
duc- over- | ply Can- 





ada |U.S.A.} Total] tion seas Total |U.S.A.| ada 
5,480 | 5,277 13 | 4,559 | 4, 544 4, 296 248 
5, 574 | 5, 646 129 | 5,105 | 5,028 4, 753 275 
5,7. 5, 850 267 | 5,540 | 5,447 5, 141 306 
5, 989 | 6,076 255 5, 829 | 5, 864 5, 529 335 
6, 219 | 6,293 171 | 6,247 | 6,292 5, 937 355 
6,410 | 6, 641 206 | 6,404 | 6,335 5,975 360 


183 | 6,425 | 6,357 | 5, 988 369 


128 | 6,497 | 6,584 | 6,163 421 
146 | 6,989 | 7,068 | 6,638 430 
325 | 7,614 | 7,376 | 6,899 477 
150 | 7,650 | 7,650 | 7,150 500 





1 Estimated. 
Source: Newsprint Data, 1956, published by Newsprint Association of Canada, November 1956. 
Note.—Additions to 1956 capacity: 








Canada: 

dN em encinwa nat uenaqhdiness doguensanetennhesuns 100, 000 
Bowaters, Corner Brook by 1958__..-...-.-.--.----- SERS SEE a ae ee AS See 30, 000 
I EE Od dav antaemsemenane ane heath aph ux pdieenp pn iden 25, 000 
Consolidated, various ON ores alana sd sesc cece dasecedcnnasaresccwnsseecnddwmesesedad 55, 000 
ON Ba vo ddcenwnceccockeusentansssnceseesnusewnsnsucs 290, 000 
MacMillan and Bloedel in 1957 and 1959..........-.------------------------------------ 290, 000 
Seen OUNUNO, BOOT.) 802 Sooke 356 ksi td. oes d5 tee tisao-00625, Oe 
a ec kida hn andeonagponnnarsagie~aessanh .. 90,000 
I NE Stoo on tien wh nc cka cbs oblige odbc Wile Seiedteln nse ceaantetesed bdiSeetie 30, 000 
Sis, SAN, TI ie 82 aeniasee ih 040 nk Sgn we gree <gien ee eee 
oC cacadnecunauyane <eenseusuaunnnencen bate sedan nen ne Rasen ena see 40, 000 

2 Se ae ands Sd, ns eek oninbigh omen 900, 000 

United States: 

Bowaters, Calhoun, 1957 and 1959_____- dan edna de aude dqeckg tnasiad acetates anecmioe 200, 000 
Coosa River, 1958...... OA LIMM ESS SPE SiO 2c ket ees te ee 135, 000 
International, Mobile, OUR Ce see bak ee 82, 000 
Intern: ational, Pine Biuff, BOS atib. os Waa ddabede etd dence Shaeuedhwdeenadataaincaain ae 130, 000 
St. Croix, Te tree piadd ah tics 7 a ... 45,000 
NS IEEE EP Wi ce ee ca ancinapnawn deans etahonaieans phiens tegatee 120, 000 

PPO CARN NO al, wee we eet Me pte ce cnmeend 712, 000 


* 33,000 tons of Mobile included in 1956 capacity. 
+ 30,000 tons of 3d machine included in 1956 capacity. 


The Cuarrman. I notice in your summary you say you have exer- 
cised remarkable restraint. Is that true with all of the people that 
manufacture newsprint ? 

Mr. Meyer. I imagine they all face the same increased cost that we 
do. One thing which I haven’t dwelt on at all is that the impact of 
these costs, one of the great impacts that I haven’t labored on, is that 
not only have the costs in our Canadian mills gone up, but we have 
an exchange penalty there of $4 per ton. 

In other words, our Canadian mills sell their newsprint in Ameri- 
can dollars. When they are translated back into Canadian dollars, 
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we get only 96 Canadian dollars for every 100 American dollars. 
That has hurt our Canadian mills very badly. 

The Cuatrman. The point I was going to make is that that restraint 
was all broken down at the same time, wasn’t it, that remarkable 
restraint ? 

Mr. Meyer. What do you mean “all broken down at the same time” ? 

The Cuarrman. It all happened at the same time. When one an- 
nounced an increase in newsprint prices, all restraint went away. 

Mr. Meyer. It is a competitive business. How long do you sup- 
pose we would hold the goodwill of our companies if we said “Well, 
our costs have gone up $8 and we are going to increase our price $8” ¢ 

We would no longer be competitive. 

The Cuarrman. If your costs had gone up justifying $3, then what 
would you have done? Would you have been a dollar below? 

Mr. Meyer. I would doubt it. 

The CHarrmMan. You would go up to $4? 

Mr. Meyer. I think so. I would fire myself as president of the 
company if I hadn’t gone up to $4. 

The CuatrrmMan. Supposing the costs only justified $3. How would 
you justify the other dollar? 

Mr. Meyer. What do you mean “justifying”? Who is the man 
who has the right to justify a price—the fellow who is putting his vast 
millions into something. 

The Cuamman. The company would have the right, but I am say- 
ing supposing you sat down and figured out these increased costs that 
exist that you have to continue to make the kind of profit you think 
you should make, which you could do by advancing it $3 instead of $4. 
Would you advance it $3 or would you go to $4 because the rest had 
gone to $4? 

Mr. Mryer. Let me answer this. Since this is a competitive busi- 
ness and we cannot get any more money than our competitors can get 
for the paper, it seems to me we would be awfully stupid if we sold it 
for less. 

The Cuatrman. In other words, what you are saying is that you 
feel that when one does it 

Mr. Meyer. No. 

The Cuarrman. You have got to go along with them? 

Mr. Meyer. No; by no means am I saying that. 

The Cuatrman. Everybody does. 

Mr. Meyer. I don’t say that. I say that 

The Cuarrman. You felt it should be higher. 

Mr. Meyer. I feel it should be higher in order to justify the very 
large capital investment we are making. But at the same time 
realize that we cannot make it higher and be competitive, and it would 
be unfair to our customers if we did it. 

The Cuarrman. What I am trying to ask you, if you thought it 
should be lower—say $3, if I use that as an example—— 

Mr. Meyer. If I thought it should be lower, it would be. 

The CHarrman. Would you have your rise only to $3 instead of $4? 

Mr. Meyer. That is a very difficult question to answer. I might; 


yes. 

On the other hand, I might say to myself, “I cannot get more than 
my competitors, but I would get as much.” 

The Cuatrman. That is what I wanted to have you answer. 








132 NEWSPRINT INQUIRY 


Mr. Meyer. You may think that this sounds overaltruistic. But 
you might say to me, “Why have you people put all of the money into 
the newsprint industry you have if the return isn’t a proper return ?” 

Well, let me answer that by saying that we have been in the news- 
print business for a very long time. Our customers have stuck with 
us through thick and thin, and when the shortage developed in 1946, 
we felt we had a duty to our customers to expand our operations so 
that we could keep them supplied with the newsprint that they needed. 

I think we could have put our money into other types of paper 
manufacture that would have shown us a much greater return than 
our investment in newsprint. 

The Cuarrmay. Is that true generally speaking on other times? 

Mr. Meyer. I would say it is very definitely true, generally speak- 
ing. All you have to do is look back at the history of the early thirties 
when 80 percent of the newsprint industry was in bankruptcy. The 
people who were manufacturing other grades of paper didn’t meet 
with those problems. 

The CHatrmMan. Do you have something similar to a rapid tax- 
depreciation plan in Canada with your Newfoundland plant? 

Mr. Meyer. No. When we built the Tennessee mill 

The Cuatrman. I am talking about the Canadian mill. 

Mr. Meyer. No; there is none in Canada. I don’t know too much 
about it, but I can tell you this, that during the very difficult days 
in Canada, the Canadian Government decided that the newsprint 
industry was a depressed industry and they allowed them a little 
higher depreciation. I think they allowed them 6 percent depreciation 
per annum to help them out. 

But I do not know of anything like the accelerated amortization in 
Canada. 

The Cuarrman. Or the issuance of certificates, such as done down 
here in some cases ¢ 

Mr. Meyer. No; I have never heard of that in Canada. Because I 
say that, it doesn’t mean that it is correct. 

The Cuarrman. Do you sell newsprint to Canadian newspapers? 

Mr. Meyer. Our Mersey mill sells to a number of Canadian papers 
in Nova Scotia. 

The Cuatrman. What is the price to them per ton? 

Mr. Meyer. I was afraid you would ask me that. I don’t know. I 
know it is what is construed as the Canadian price, which is, I believe, 
something on the order of $3 a ton cheaper than the United States 

rice, but that is due to lower freight rates. Those newspapers are 
m the backyard of the Mersey mill. The mill is in Nova Scotia, and 
the newspapers are in Nova Scotia. 

The Cuarrmay. Is that all you sell to—the Nova Scotia publishers? 

Mr. Meyer. I believe that is all. We only acquired the Mersey mill 
back in May. I don’t know too much about its order book. 

The Cuarrman. But your general information is that the price to 
the Canadian publishers is lower than the price to the American 
publishers ? i | 

Mr. Meyver. I wouldn’t say it is lower f. 0. b. mill. The delivered 
price is lower because the freight rates—— 

The Cuarrman. You don’t have the zoning up there that you have 
here, do you? 
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Mr. Meyer. I don’t know enough about the Canadian market. I 
just know that the Canadians buy at the delivered price, which is 
slightly less than the American price, due to the lower freight rates 
to deliver in Canada as against the freight rate from Canada to the 
United States. 

The Cuarrman. I suppose we could get that information very well. 

Mr. Meyer. You could get it very easily. If you felt you needed 
it, I think I could write the Mersey Co. and ask them. 

The Cuarmman. I think we can find out what is the general price 
to the Canadian publishers as against the price to American pub- 
lishers from, say, a Canadian mill. 

Mr. Meyer. I think you must bear in mind that while the price may 
be slightly lower in Canada delivered, it is not lower f. o. b. mill, so 
the Coxption publisher is not getting any advantage over the Amer- 
ican publisher. 

The Cuarrman. There might be parts of Canada where the freight 
rate would be even higher than shipping to parts of the United States? 

Mr. Meyer. I would doubt it. The Canadian newsprint industry 
is flung right across Canada from the east coast to the west coast. 

Senator Lauscne. You, however, feel definitely that there is no 
price advantage given to the Canadian publishers ? 

Mr. Meyer. I am convinced of that. 

Senator Lauscue. The only differential, if there is one, results from 
the difference in the freight rate? 

Mr. Meyer. In the freight rates. That is historic. I believe that 
has been going on for 15 or 20 years. 

Senator LauscHe. Do you feel that it would be stupid if in the 
calculation of your returns you found that you were getting an ade- 
quate return based upon experience of the past and that you could 
sell at an increase of $3, but because the others were getting $4, you 
ought to charge $4? 

Mr. Meyer. My expression was a little brutal because the chairman 
was sort of joking me a little bit. I would hate to have it construed 
as that. I am not sure what I would do under those circumstances. 

Senator Lauscue. The implication is you want to ask as much as 
the traffic would bear, regardless of the return which it brings? 

Mr. Meyer. I don’t think that is a fair conclusion. 

Senator Lauscue. You stated that you would be open to criticism 
if you only charged $3 when you could get $4. 

Mr. Meyer. 1 must confess that my attempt at humor was out of 

lace. 
; I don’t know what I would do. I know that the return on news- 
print investment today is low in comparison with the return on most 
other types of heavy industry. Since we are more or less tied down 
by competitive conditions, it seems to me that it would not be unfair 
to charge what our competitors would be charging for newsprint, 

Senator Lauscue. I agree with you, if you presuppose the existence 
of facts cada ert your returns are low. But the questions put 
to you assumed that you were making an adequate return. Then you 


found that someone increased the price by $4. You calculated what 
you would need to get a proportionately corresponding return, and 
found that it was $3, but since he raised it to $4, you raised it to $4. 
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Mr. Meyer. I will withdraw it. I didn’t get the significance of 
“adequate return.” 

Senator Lauscue. Have you at any time broken away from the 
signal or whatever you might call it, that has been given by the one 
that took the lead ? 

The Cuarrman. The fellow that draws the long straw. 

Mr. Meyer. Yes, I know what you are referring to. No. I will 
tell you, back in the 1920’s; yes. We sold at one time a great deal 
lower than our competitors did because we had water shipping, which 
was very cheap in those days. But then along came the depression, 
which cut the Sadie completely out of all prices, and everybody was 
stewing in the same juice, and our price was the same as that of our 
competitors. 

We never got out of that hole until there was a glorious thing 
created called OPA, which from that time, from 1942, I think, until 
about 1946, dictated the price at which we could sell newsprint. 

When 1946 came along, and OPA, I believe, went out of existence, 
or no longer exercised any restraint on us, we have followed along 
because our costs have gone up. We probably felt increased costs 
much more than some other mills, because as I say our original pro- 
duction came from Newfoundland where we had very cheap water 
transportation. And since the war, the water transportation has gone 
sky high. 

During the war period, if you would be interested in it, Senator, 
under OPA regulations, the price of newsprint in Florida was held 
down to, I believe, $42 a ton. At that time our ships were requisi- 
tioned. We had to get ships from the War Shipping Administration 
who charged us prices that were simply incredible. In other words, 
before the war it cost us $2 a ton to ship to Florida, ocean freight. 
And suddenly when we got ships from the War Shipping Administra- 
tion it cost us $35 a ton to ship paper to New York and we couldn’t go 
south of New York. We had to rail that paper to Florida. 

So we were selling paper in Florida at less than the freight rate from 
Newfoundland to Florida. 

We could have canceled those contracts or refused to renew them, 
but those people had stuck with us for years and we gave our paper 
away and lost money on our freight for years in order to take care 
of those people. 

So don’t look upon us as gougers because I told you I thought we 
were entitled to the market price of the newsprint. We have sold 
ws at great losses at times. 

enator LauscHr. I make no such implication. I do, however, take 
the position that it is strange that there is such a coincidence and uni- 
formity in the price charged in a supposedly competitive business. I 
may be stupid—— 

Mr. Meyer. No; you are not. 

Senator Lauscnue. In drawing this sort of abnormal conclusion that 
something must be wrong when there is such uniformity and coinci- 
dence, year after year, of facts. 

Mr. Meyer. Senator, I don’t think it is so strange. I often wonder 
why anybody thinks it is strange, because it is such a competitive busi- 
ness. Weare selling newsprint in many cities in this country to news- 
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papers who are not only buying from us but they are buying from 8 or 
10 other suppliers. 

We couldn’t sell for a higher price than those publications are buy- 
ing from other suppliers, or in some cities we are supplying a news- 
paper with newsprint, let’s say, and the competitive newspaper is buy- 
ing newsprint from some other supplier. 

If we charge our customer more than our competitor was charging 
his customer, we would put the newspaper completely behind the eight 
ball, because his competitor then would have covered adlele a ton ad- 
vantage in the price of newsprint over him, which he could use for 
promotion or use for any other purpose. 

The CHairman. You always talk in terms of more. What if you 
charged him less? 

Mr. Meyer. Again, we must determine what the prices of newsprint 
are. 

The Cuamman. Suppose you determined, as I said, that your com- 
pany operations were such that $3 would keep you on a reasonable 
profit keel, if you only charged $3 instead of $4? 

Mr. Meyer. But I just told you, Senator, that we found that our 
increased costs 

The Cuamman. Supposing you found that $3 was enough? 

Mr. Meyer. I have never found that situation. 

The Cuatrman. You have always found it up? 

Mr. Meyer. We have found that the increase in price in the past has 
usually been pretty fair and usually below the increased costs. 

The CuatrMan. What you say, of course, is that you think it should 
be more. But I am just saying supposing you did find that it should 
be a dollar less. That is the question I am asking. 

Mr. Meyer. I have told you that is a very dificult question for me 
to answer because there are times when our return has been very inade- 
quate. There have been times when we made no money at all. Should 
we balance the times when we have made no money with, let us say, 
this moment, if we found that $3 would have been adequate, might we 
not have been competitively justified in saying, “Well, we have taken 
it on the chin in the past; we will get this extra dollar now to offset 
some of the bad history in the past”? 

Senator Monronry. Aren’t the facts, though, that, when the supply 
and demand are so neatly balanced that none of the mills are hungry 
for additional business, there will be a tendency for uniform pricing 
in the industry? 

Mr. Meyer. No. I think there is more of a tendency for the mills 
to be able to get their increased costs. The law of supply and demand 
will grind out in this business the way it does in every one, and the 
moment you have oversupply and are hounding around for business, 
there is a chance that the manufacturer cannot get his increased costs. 
But, in times like these, I think it is possible for the manufacturer to 
pass on his increased costs. I think he is entitled to do it. 

Senator Monroney. But if they all are together and the price of 
newsprint is the same, and there is a demand for practically the entire 
production—as you say, your 102-percent capacity at some of your 
mills—is there any real incentive for a new manufacturer to search 
for ways of cutting his own manufacturing costs so he could sell 
cheaper and acquire a larger percent of the market? General Motors 
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and Ford are big companies, but they sometimes compete pretty vigor- 
ously for the market. 

r. Meyer. Let me put it this way: If I could find some way of 
manufacturing newsprint cheaper than we are presently manufactur- 
ing it, I think undoubtedly I would declare possibly a considerably 
lower price. But we just can’t do it. 

Senator Monroney. If you are selling all you can make and oper- 
ating at 102-percent capacity and if most of the other mills are doing 
the same, and there is a ready market for every roll you can turn 
out, then there is not the incentive to burn the midnight oil to try 
and find that extra gadget or gimmick that you could drop the price 
or absorb the price increases, is there? I mean the law of supply 
and demand doesn’t seem to be working here. 

Mr. Meyer. It is a little hard for me. Perhaps I am too close 
to the woods to know what—a newsprint mill is a fantastic thing. I 
don’t know if you have ever been through one. The machinery is 
simply gigantic. It is a simple process in theory, but a very com- 
plex one actually. It requires fantastic sums of money. "Tf you 
speak about—well, I am on the board of our company and the mills 
will say, “We want an appropriation to do some little job around 
the mill.” It is never less than $100,000, and it may be a million and 
a half dollars. 

The Cuarrman. I think the committee understands there is a ter- 
rific investment in a news mill. 

Mr. Meyer. I know of no way today in which you could cut costs. 

The CuHarrman. Mr. Meyer do you belong to the Newsprint As- 
sociation of Canada? 

Mr. Meyer. Our Canadian mills are members. That is a statistical 
organization that keeps track of production throughout the world, 
consumption throughout the world. 

The Cuamman. I am talking about Newsprint Association of 
Canada. 

Mr. Meyer. Yes; that is what I am talking about. 

The Cuareman. Is there any other organization ? 

Mr. Meyer. There is a Canadian Pulp and Paper Association. 

The Cuarrman. What is that Slennepnl ORT 10% 

Mr. Meyer. That is composed—I think, again, somebody from 
Canada could tell you more than I about it. Our Canadian mills 
are members of it. It is an organization, I believe, that is statistical 
for the entire industry, pulp and paper, whereas the Canadian News- 
print Association, I think, is the statistical organization for the news- 
print mills in Canada. 

The Cuatrman. There is no other organization of newsprint except 
these statistical organizations? 

Mr. Meyer. There is one in the United States which I—— 

The Cuarmman. I meant in Canada. 

Mr. Meyer. None that I know of. 

The Cuarrman. Any further questions? 

You may be excused. 

Mr. Meyer. Thank you very much. 

The Cuareman. I would like to insert, at this point, in the record, 
a statement of Mr. R. M. Fowler, of Montreal, Canada. 

(The statement referred to follows:) 
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STATEMENT OF R. M. Fow.er, of MONTREAL, CANADA 


This statement is filed at the request of your chairman, following his informal 
invitation asking me to appear at newsprint hearings beginning on February 26, 
1957. I appreciate the chairman’s courtesy in accepting my explanation of the 
reason I could not come to Washington at that time and in keeping the record 
open until March 12 to give me time to prepare this statement. For the informa- 
tion of other members of the committee, I am now engaged in a lengthy inquiry 
on behalf of the Canadian Government as chairman of the Royal Commission on 
Broadcasting; we are in the process of completing our report for submission to 
the Canadian Government during the month of March, and until it is completed, 
I cannot go to Washington to appear before your committee. 

I am president of the Newsprint Association of Canada and most of my statis- 
tical information and knowledge concerning newsprint is derived from that posi- 
tion. However, in the time available for the preparation of this statement, it 
was not possible to consult adequately with the members of the Newsprint Asso- 
ciation of Canada, or to obtain their specific approval for it. Accordingly, this 
should be regarded as a personal statement and not one filed by the association. 

The Newsprint Association of Canada is a voluntary association of a number 
of manufacturers of newsprint in Canada. Its activities relate entirely to mat- 
ters of statistics and public information concerning newsprint production and 
supply in Canada and in other producing and consuming countries in the world. 
We believe that we collect and publish the most complete and prompt statistics 
of newsprint production and supply that are to be found anywhere. This infor- 
mation is supplied to our members and to many other interested organizations 
and individuals all over the world and is published extensively in the daily and 
trade press. Two examples of statistical publications of the association are: 

(a) Newsprint Data: 1956, the 18th in a series of reports begun in 1935 which 
since 1947 have contained world statistics concerning newsprint. Copies of this 
publication have already been sent to the committee and a copy is attached to 
this statement for purposes of the record. (On file with the committee.) 

(b) Monthly Newsprint Report for January 1957, the most recent of a series 
published around the 17th or 18th day of each month and containing cumulative 
monthly statistics of Canadian newsprint production, United States consumption, 
and supply and certain other data up to and including figures of the preceding 
calendar month. A copy of this report is also attached to this statement. (On 
file with the committee. ) 

There is not today, and there has not been for several months, any shortage 
of newsprint in Canada or the United States. Unless some calamity seriously 
interferes with production or a very unexpected and large upsurge in demand 
occurs in North America or in the rest of the free world, there will not be 
any shortage of newsprint, anywhere, during the next 3 years. This favorable 
supply situation is the result of a development of new newsprint capacity that 
has been going on since the end of World War II but has been rapidly accelerat- 
ing since early in 1955. It has been a process made up of many decisions by 
individual newsprint mills to expand their productive capacity to meet rising 
demands. In this process the Canadian manufacturers have taken a major part. 

Nearly every year Canadian manufacturers meet with the directors of the 
American Newspaper Publishers Association, to consider statistics of newsprint 
supply and demand and prospects for the year ahead. Such a meeting was held 
in Montreal in mid-December 1954. The opinions given by Canadian manufac- 
turers and by publishers coming from all parts of the United States were unani- 
mous in estimating that United States newprint demand would be virtually at 
the same level in 1955 as in 1954, perhaps 1 or 2 percentage points higher but no 
one expected any substantial change in demand levels which had been practically 
constant for 4 years. (The actual totals of United States newpsprint supply were 
as follows: 1951, 6,044,000 tons ; 1952, 6,056,000 tons ; 1953, 6,066,000 ; 1954, 6,076,- 
000 tons. This was an average annual increase of a little over 10,000 tons a year 
or less than one-sixth of 1 percent.) 

This estimate made by experienced publishers in contact with all major re- 
gions of the United States was shared by Canadian and United States newsprint 
manufacturers and in December 1954, on the basis of 4 years’ experience, it cer- 
tainly seemed reasonable. As it turned out, it could hardly have been more 
wrong. Early in 1955, increased advertising and circulation demands on pub- 
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lishers were reflected in increased requirements of newsprint. United States 
publishers sought and obtained 6,559,000 tons (nearly half a million tons or 8 
percent more than they required the year before). United States publishers in 
1955 actually used 6,638,000 tons, or nearly 80,000 tons more than they were 
able to buy, thus reducing their stocks. This continued in the early months of 
1956 until additional production in North America and unusual imports of 
newsprint from Europe began to restore and rebuild United States publishers’ 
stocks. In the whole year 1956 United States consumers actually used 6,900,000 
tons, and the supply which they obtained was 7,126,000, a further increase of 8 
percent over 1955. 

The increase achieved in production last year was simply an accelerated ex- 
tension of a process which has been continuous in recent years. Since the end 
of World War II Government controls, the total capacity of Canadian newsprint 
mills has been increased from 4,640,000 tons in 1946 to 6,756,000 tons for 1957, a 
total gain in 11 years of 2,116,000 tons. This recent Canadian increase is nearly 
double the corresponding increase of 1,082,000 tons which United States mills 
have developed in the same period, and the combined North American increase 
has been nearly 3,200,000 tons. 

As always, this buildup of capacity has been in response to, and generally in 
anticipation of increases in demand. Growth of demand for newsprint is by no 
means uniform, and the amount of increase in some years, like 1955, for example, 
is vastly greater than in others. It has been hard for the mills to foresee and 
anticipate demand sufficiently far in advance to have instantly available the 
capacity needed to meet it. 

Construction of newsprint capacity takes time. Even the relatively rapid 
process of plant improvement requires many months, whereas newsprint consump- 
tion by typical newspapers with high-speed printing facilities can be expanded 
almost overnight. Addition of a new newsprint machine is a major operation 
requiring a year or more even when no delays are caused by shortages of steel 
or other materials. Planning and building of a new mill is a still more lengthy 
performance, often requiring 2 to 3 years, particularly where extensive woodland, 
power and townsite developments are involved. 

Construction of newsprint capacity is also a very costly undertaking and one 
which could not reasonably be undertaken without expectation of a reasonably 
high operating ratio and a reasonable return on the investment. Results of the 
relatively low return which has been obtainable from investment in newsprint is 
illustrated by the comparable growth of capacity of other grades of paper and 
pulp using the same raw materials. For example, in the United States during 
the period 1946 to 1955 graft liner board capacity increased by nearly 2% million 
tons while the corresponding increase in newsprint capacity was less than 600,000 
tons. 

One feature resulting from the time required to build newsprint capacity is 
that increases are thereby predictable, with considerable accuracy, for several 
years in advance. Current projections indicate further massive increases dur- 
ing the next few years. Canadian capacity for 1957 has been computed at 
6,756,000 tons, an increase of 513,000 over 1956, and in the United States a cor- 
responding total of 1,921,000 represents a gain for 1957 of 296,000 tons. For 
1958 similar gains are forecast of 411,000 tons in Canada and 254,000 in the 
United States. For 1959 recently announced expansion projects indicate con- 
tinued increases of nearly the same size. 

Combining these Canadian and United States figures we have in prospect, if all 
these plans materialize, an addition to capacity of some 800,000 tons for 1957, 
roughly 600,000 for 1958 and nearly 600,000 more for 1959. The size of these 
gains is emphasized by comparison with the average increase in North American 
eapacity of 251,000 tons per year during the period 1950 to 1955, with the 
average North American consumption increase of 155,000 tons during the same 
period and with the relatively enormous gain of 485,000 tons in North American 
consumption for the year 1955. Some of this additional capacity will be needed 
to supply overseas markets and the building of some of it may, of course, be 
postponed or slowed down if it becomes evident in the meantime that such large 
increases are superfluous. Nevertheless it provides ample assurance of adequate 
supply during the next few years and is the basis of my confident prediction that 
there will be no shortage of newsprint in the next few years. It means also 
that for some time to come there will be a reasonable amount of “standby” 











NEWSPRINT INQUIRY 139 


capacity, available immediately to meet any sudden upturn which may occur 
in the rising trend of demand.” 

Nearly all of the expansion of Canadian newsprint capacity since 1946 has 
been expensive capacity. Certainly all that has been built in the last 2 or 3 
years and all that is in prospect in the next 2 years will be several times as 
costly as the original construction costs at Canadian mills. It used to be 
generally accepted in the 1920’s and 1930's that newsprint capacity cost about 
$30,000 to $35,000 per daily ton. Today the estimates run from $100,000 to 
$125,000 per daily ton in a new mill. In this industry, the cost of capital is 
important because newsprint manufacture requires an unusually heavy capital 
investment. 

In the time available for the preparation of this statement, I have not been 
able to make a special study of the attractiveness of investment in a new news- 
print mill today. But a year ago I did so, and I believe that the situation is 
today substantially the same as it was then; prices have increased slightly but 
have been more than offset by increased labor, raw material, and transportation 
costs. The following passage from my annual report of January 27, 1956, deals 
with this subject. 

“If you build a mill today it will cost 3 to 3% times as much per daily ton of 
capacity as it would have cost in the 1920’s and 1930’s. As a commercial ven- 
ture this new capacity has to pay its way. If it does not, it will not be built as 
a risk venture and could only be created by some form of Government subsidy 
or assistance which this industry has, I am glad to say, never had. 

“We were able to make some calculations about the financial soundness of a 
new newsprint mill, based on the average audited operating costs in 1954 of 
existing Canadian mills: Average transportation, average wood costs, average 
mill burden, average everything. It turned out that, at the 1955 price of news- 
print, if you happened to have $60 million lying idle, you could build a new 
newsprint mill which would, in time, produce nearly 200,000 tons of newsprint 
a year. If you operated it all the time at its full capacity, you would earn, 
after paying these average industry operating costs and after taxes and allowable 
depreciation, 4.2 percent on your investment. If operating levels dropped 
below capacity at any time this modest rate of earnings would soon fade away. 

“I leave it to you, as to whether that was an attractive place to put your $60 
million or not.” 

I suggest for the committee’s consideration that unfair and erroneous con- 
clusions can easily be drawn from the way in which company operating results 
are usually reported in the financial columns of the newspapers. Usually earn- 
ings of a company are reported as so much per share. This, no doubt, is a 
useful method of indicating the investment or stock market value of the shares. 
But comparisons of earnings per share from 1 year to another have no necessary 
relationship to the reasonableness of the prices charged by the company for its 
products. It is sometimes argued that a price increase is “unjustified” because 
the company reports today higher earnings per share than it reported a year 
ago. The fact is that a company which is expanding its productive capacity 
must show higher earnings per share or the expansion will prove to be unwise 
and unsound. If a company with a fixed number of shares increases its capital 
investment by say 10 percent each individual share has 10 percent more in 
assets behind it and earnings per share must increase by 10 percent if the com- 
pany’s position is to be barely maintained. The individual share today is a 
bigger piece of property than it was a year ago, and the earnings per share 
must be correspondingly larger or expansion of the company will very quickly 
cease. 


1It may be of interest to the committee that although the basic information is similar, 
the result shown here is notably different from the conclusion drawn by Mr. Cranston 
Williams of American Newspaper Publishers Association. In his testimony on February 
26, Mr, Williams concludes that there will be no reserve capacity in 1960 despite the fact 
that his own figures indicate a reserve of more than one-half million tons for that year. 

On p. 5 of his testimony Mr. Williams shows estimated total demand upon North Ameri- 
can producers by 1960 of 9,500,000 tons. On p. 4 he shows production for 1957 of 
6,700,000 in Canada and 1,875,000 in United States, making a total of 8,575,000 tons. 
On p. 5 he states that assured new capacity in Canada available by 1960 is 850,000 tons 
above the 1957 figure and that the United States industry has either ordered or firmly 
planned 8 new machines in that time, totaling about 630,000 tons. Adding these two 
increases to the 1957 figure gives a total capacity for 1960 of 10,055,000 tons, which is 
555,000 tons more than forecast demand of 9,500,000. 
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The Newsprint Association of Canada does not deal in any way with news- 
print prices and its statistics do not cover price matters. I have some personal 
knowledge of newsprint price matters, but this is limited both as to extent and 
as to time. I have never been engaged in the manufacture and sale of news- 
print and therefore have no direct knowledge of the newsprint trade. But I 
was, during World War II and again during the Korean war, engaged on behalf 
of the Canadian Government in wartime controls including price controls and 
have some personal knowledge of newsprint prices during these two control 
periods. Beyond these periods, I can give no information on matters of news- 
print prices and costs other than what anyone could say and deduce from the 
published statistics. 

The Korean war control period started on April 18, 1951, when, by order in 
council, newsprint was declared an essential material within the meaning of the 
Canadian Defense Production Act and the Pulp and Paper Division of the Depart- 
ment of Defense Production was set up. This Division exercised supervision 
over the producers of materials declared to be eSsential, including newsprint, 
and over changes in prices. Any price changes required specific approval by 
the Department. 

At the beginning of the period the generally quoted price of newsprint for New 
York delivery was $106, a level which had prevailed since November 1, 1950. 
On July 1, 1951, there was an increase of $10 to $116 and on June 15, 1952, a 
further increase of $10 to $126. Before these price changes were approved by 
the Canadian Government full information as to cost increases and operating 
conditions was submitted to the Minister of Defense Production of Canada, 
When it became apparent that conditions of short supply were ended and that 
its work was done the Division was disbanded on October 1, 1952. 

During the 1% years of this control period there were thus 2 increases in the 
price of newsprint, amounting to $20 per ton. In the 414 years which have 
elapsed since the end of the period there have been 2 increases, one of $4 at the 
beginning of 1956 and another of $4, effective on March 1, 1957, and their total 
amount has been $8 per ton. 

Numerous statements have been published regarding the high relationship of 
newsprint cost to total operating expenses of the average newspaper, and the 
disastrous effect of the modest increase in newsprint price which has recently 
been reported. These statements seem to be exaggerations of the facts. Total 
daily circulation of the 1,761 newspapers in the United States is 57 million so 
that the average newspaper’s circulation is about 33,000. For a newspaper of 
this size, according to the trade magazine Editor and Publisher's analysis pub- 
lished on March 31, 1956, the cost of paper and ink would be about 20 percent 
of operating expenses. For Editor and Publisher’s “typical 50,000 circulation 
daily” the cost of paper and ink is less than 25 percent of total cost and for their 
“composite daily,” representing all newspapers, it is about the same. Consider- 
ing the heavy influence of a few very large papers upon the average it is evident 
that for a majority of newspapers paper accounts for less than one-fifth of total 
costs of operation. The current increase of $4 per ton raises the basic price to 
$134 and represents a rise of 3 percent in the price of newsprint. Accordingly 
it amounts to an increase of less than three-fifths of 1 percent in operating cost 
of most newspapers and of about four-fifths of 1 percent for Editor and Pub- 
lisher’s “typical” one. 

Newspapers’ revenue from advertising has continued its steady increase of 
recent years and the current situation is shown by Editor and Publisher of 
February 9, 1957. At December 31, 1956, the cost of 1 agate line in every morning 
newspaper in the United States was $99.65 compared with $95.61 the year before, 
an increase of 4 percent, and the corresponding milline rate rate rose from $3.12 to 
$3.19, or by 2 percent. For every evening newspaper the cost of 1 agate line 
increased in the same period to $202.33 compared with $190.92 in 1955, or 6 
percent, while the milline rate rose from $4.46 to $4.65 or 4 percent. 

According to the trade magazine, Printers’ Ink of February 8, “1957 looks to 
be the biggest year ever in national and local advertising investment. Based on 
1956’s record-smashing $9,982 million and on all available economic projections, 
total advertising investments this year will soar well over the $10 billion mark 
(probably closer to $11 billion).” 

The committee may be interested in long-range prospects for Canadian news- 
print and for Canadian pulp. and paper products generally. Within the past 
year an inquiry by the Royal Commission on Canada’s Economic Prospects has 
been attempting to forecast Canadian industrial developments through to 1980. 
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I was asked by the chairman of this commission to prepare a study of the pros- 
pects of the pulp and paper industry over the next 25 years, This study was 
submitted in the form of a brief, copy of which is attached. This brief deals in 
detail with newsprint prospects beginning at page 16. 

In the aggregate, the study foresees slightly more than a doubling of demand 
for the industry’s products in this period. With increasing emphasis on the man- 
agement of our forests in future decades, the study indicates that wood resources 
to support expansion of this magnitude can be assured in perpetuity. The fol- 
lowing summarizes some of the main findings of the report. 

(a) In regard to the composition of industry output, some structural changes 
are in prospect. Estimates for 1980, compared with actual 1954 data, are as 
follows: 


1954 1980 
Percent 
increase 
Tons Percent Tons Percent 
Thousands Thousands 

I snk 6 td der dncde eee ied ete adatnendy 5, 984 61 12, 500 57 109 
CLR Sr od. cn cnncwatcentapemern 1, 648 17 4, 354 20 164 
BROT RCG PRED Pe nade ct tbscwnwddieddleseccnse 2, 236 22 5, 045 23 126 
ME thn at pbtaicnn demdnetnkae naan 9, 868 100 21, 899 100 122 


1Pulp exported in pulp form or sold for nonpaper uses (e. g., rayon). 


Newsprint is, and will continue to be, the largest segment of the industry, 
but it will lose ground relatively. An expansion of 109 percent is foreseen for 
newsprint output, compared with gains of 164 percent for other grades of paper 
and paperboard and 126 percent for market woodpulp. Demand for the so- 
ealled other grades of paper—fine papers, wrapping paper, etc.—and paperboard 
is geared to the domestic market, since foreign tariffs hinder their export move- 
ment. Their relatively large expansion stems from an expectation of rapid 
Canadian economic growth. 

Relative growth rates similar to those projected above have been in evidence 
since prewar. Thus, between 1939 and 1954, newsprint output has risen by 
88 percent; other paper grades by 145 percent; market pulps by 216 percent. 
The lower rate of expansion of newsprint output has been attributable to a 
slower growth of demand for newsprint on this continent; impediments to 
overseas exports of newsprint due to currency difficulties; and the relative eco- 
nomic and political unattractiveness of investment in newsprint compared to 
investment in other paper and pulp products. 

(b) As regards demand for Canadian newsprint over the next quarter century, 
the report foresees the following trends: 


[Thousands of tons] 


1955 1980 Percent 
increase 
Shipments to: 
SRE UES: un ead an eaon canes aed antead op ieee nae 5, 025 7, 620 52 
MING adv ebodtdi ndabedenstducoludeboss ~whlgbcucbeinaae 430 965 124 
BE GOD. cnn inten waardidestds iSite ie Gin duh tbs ainkeaeeeeey 725 3, 830 428 
TE: d..c Raat naps cebnird aha a eee akkelereon cake eae 6, 180 112, 415 101 


1 Rounded to 12.5 million tons in the study and in the first table shown earlier. 


The United States is by far Canada’s largest newsprint market, accounting 
in 1955 for about four-fifths of total shipments. While by 1980 it will still pre 
dominate, the proportion might fall to just over 60 percent. In part, this rela- 
tively small increase projected for Canadian newsprint shipments to the United 
States reflects a moderating expansion in United States newsprint needs from 
all sources in the years ahead. This is discussed at some length in the study but 
cannot adequately be summarized here. Bssentially, however, the facts are that 


89794—57——10 
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United States per capita newsprint use varied between 75 and 80 pounds an- 
nually between 1950-55 and that at these levels, which are very high by histori- 
eal and contemporary world standards, future market demand will probably 
depend more on increasing population than on a sustained rise in per capita con- 
sumption. 

The much greater proportionate increase expected in demand abroad reflects 
a reverse situation. Excluding Canada and the United States, per capita world 
consumption was roughly 4.5 pounds in 1955. This average figure conceals a 
wide range of consumption levels, but many of the countries at the lower end of 
the scale are now on the threshold of industrialization and the years ahead hold 
great promise for them. Yet, if the levels of demand projected do materialize, 
prospective population increases are such that average per capita consumption 
would be raised to just 8 pounds by 1980. Such is the long-term demand poten- 
tial overseas. 

(c) To meet the expansion indicated for the various grades of paper and 
paperboard, it is estimated that basic wood-pulp capacity will have to be in- 
ereased from some 9.6 million tons (1954) to 20.8 million tons (1980), equivalent 
to an average annual increase of 430,000 tons. Expansion of this magnitude will 
require financing on an unprecedented scale. As the study points out, capital 
invested in the Canadian pulp and paper industry is now somewhat in excess of 
$2 billion. At current costs, it is estimated that an additional investment of 
$4.6 billion will be required by 1980. ‘This “makes no allowance for capital 
savings through technical or design changes or for reduced capital costs usually 
achieved when capacity is added to existing mills.” But neither does it “take 
into account original or improvement investments in woodlands, in power de- 
velopment or in townsites.” In 1955 dollars, new investment in pulp and paper 
has averaged about $105 million annually since 1947. The expenditure of $4.6 
billion on new facilities over the next 25 years (assuming no change in costs 
and expressed in 1955 dollars) would require $185 million annually. Obviously, 
estimates such as these require careful qualification since the nature of the 
capital equipment which this industry will require 25 years hence—indeed, 5 
years hence—is highly speculative. If, however, capital requirements per ton 
of output do not decline in the years ahead an annual rate of investment not 
much less than double that of the booming decade up to 1955 will be required. 

(d) Finally, as was indicated earlier, it is felt that Canada’s forest re- 
sources in the aggregate can, with sound management, meet the requirements 
which appear to be in store. The preliminary report of the Royal Commission 
on Canada’s economic prospects, just published, indicates that we in Canada 
are now cutting, for all uses, 61 percent of the possible cut of softwoods and just 
19 percent of the possible cut of hardwoods. (The possible cuts are 4.5 million 
cubic feet for softwoods and 1.9 million cubie feet for hardwoods, on presently 
accessible forest lands.) These possible-cut estimates can themselves be in- 
creased by improving forest yields and by extending the accessible forest area. 
But the real questions are: Can the additional wood requirements be supplied 
economically and can nenswprint producers compete successfully against other 
wood users for their requirements? No simple assurance can be given. The 
study refers to the importance of newsprint in Canadian external trade— 
especially, Canadian-United States trade, and it speaks of the national sig- 
nificance of the industry. It then adds: “Perhaps a realization of these national 
values will persuade responsible people on both sides of the border to leave 
the supply of newsprint in the future to the forces of economics. In that com- 
petitive struggle, Canada has some advantages from experience and developed 
skills in the manufacture of newsprint and, in any event, in an even economic 
contest, Canadian producers are prepared to take their chances.” 

There must, of course, be understanding and factual information as to 
economic conditions in both countries involved in these international trading 
relations. Any manufacturer must, both as a responsible member of the busi- 
ness community and in his own long-term-interest, take account of the economic 
condition of his customers. The ability of a customer to pay is one of the 
factors to be considered when costs have increased and prices may have to 
rise. In a general way, the same considerations apply in international trade 
between nations; an exporting country needs to know about economic conditions 
in the importing country and particularly about the financial good health of the 
customers who buy its exported products. As between Canadian newsprint 
mills and United States publishers, this kind of information is almost totally 
lacking—or rather, it is quite one-sided. United States publishers know a 
great deal about the financial affairs of most Canadian newsprint mills, which 
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are public companies with full financial statements published annually and in 
some cases quarterly or semiannually. But Canadian mills know very little of 
the economic conditions of United States pubishers, most of which are private 
companies and are not required to publish any balance sheets. A few weeks 
ago a leading member of this committee in a debate in the Senate (Congres- 
sional Record, 85th Cong., Jan. 30, 1957, p. 1145) asked this question, “Are 
Canadian newsprint mill owners deliberately milking the United States publish- 
ers dry?” We would like to know and as a first step, we suggest with respect 
that this committee might in all fairness start by asking, “How dry is the 
United States publisher today ?”’ 

What we hear and what the publishers say and do themselves would seem 
to indicate that the United States publishing industry is not in any financial 
distress or depression. In a review of 1956, the publishers’ trade paper, Editor 
and Publisher, had this to say in a leading article: 

“ ‘Advance * * * expand * * * modernize’ roared the United States daily news- 
paper press through 1956. Daily circulations moved up beyond 56 million. 
Advertising lineage grew. Newsprint, short in supply early in the year, was 
$131 a ton on contract and $200 to $250 on the spot market, with supplies from 
Japan, Austria, and Scandinavia in heavy demand.” 

Their actions in 1956 may perhaps speak louder than words. Information is 
not available to distinguish precisely between normal imports of newsprint from 
overseas at contract-price levels and the extra amounts imported last year, but 
figures published by the Department of Commerce and the Bureau of the Census 
show changes from 1955 and provide a reasonable indication of these extra 
amounts and of their cost. The total seems to have been about 150,000 tons. 
Sources and approximate costs of the principal amounts are as follows: Austria, 
55,000 tons at $175 to $200; Germany, 19,000 tons at $200; Sweden, 19,000 at 
$200 to $220; the United Kingdom, 18,000 at $200 to $210; Norway, 18,000 at 
$190 to $210; Japan, 11,000 at $175 or more; Italy, 4,000 at $200 to $210. Extra 
tonnage in smaller amounts but at similar prices was brought in from such 
unusual sources as Belgium, France, the Netherlands, and even from Portugal. 
Incidentally, this activity of United States publishers in bidding very high prices 
for newsprint in Europe and thus distorting the normal trade patterns was the 
primary cause of some degree of shortage and distress among European pub- 
lishers last year. 

Its principal significance, however, is that this extra paper at its premium 
prices cost the United States publishers at least $10 million more than they would 
have paid for tonnage supplied under long-term contract. Additional high-cost 
marginal newsprint produced in the United States last year has been estimated 
at 100,000 tons and its premium prices added several million dollars more to the 
extra cost incurred by publishers last year. It is perhaps a coincidence but 
worthy of attention that the total amount of high-cost newsprint purchased in 
1956 is only slightly larger than the 225,000 tons by which publishers’ stocks were 
increased during the year. It is interesting, too, that the extra cost incurred last 
year would have covered the extra cost of their whole supply for at least 5 
months after the current $4 increase came into effect. The fact that they were 
willing to buy all this high-cost newsprint last year might perhaps be taken to 
indicate that United States publishers could afford to pay something more than 
the prevailing market prices and found it profitable to do so. 

But the fact is we really do not know anything about the economic condition 
of the United States publishing industry. As sellers of an important raw ma- 
terial for its use we have no real knowledge of its tinancial soundness or future 
prospects. Anything this committee may see fit to do to throw light on this 
phase of the problem will be of great interest to Canadian newsprint manufac- 
turers. 

The present and future trade in newsprint between Canada and the United 
States is only a part, but a very important part, of a much larger picture. It has 
important political as well as economic implications for both countries. 

Today Canada is by far the leading customer of the United States in the 
world. In 1954 (the last year for which complete statistics are available) Can- 
ada bought over $2% billions of United States goods. This was over 18 percent 
of all United States exports that year. It was more than the combined exports 
to the next four largest customers, the United Kingdom, Japan, Mexico, and 
Venezuela. It was more than the combined exports to the next seven largest 
customers, viz. West Germany, Brazil, Cuba, Netherlands, Colombia, France, and 
the Philippines. 
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A study was recently made of the geographical origins of United States exports 
to Canada by the Battelle Memorial Institute on behalf of the Canadian Institute 
of International Affairs. A copy of the preliminary and summary report of 
this study is attached. (On file with the Committee.) 

One of the interesting results of the study was the fact that while a large 
proportion of United States exports to Canada originated in the highly indus- 
trialized border States near the Great Lakes, nearly half the exports came from 
other parts of the country. Even more interesting was the fact that small and 
medium sized enterprises in the United States have a relatively greater share in 
export trade to Canada than the large corporations. 

This export trade of numerous companies and individuals all over the United 
States is dependent on, and made possible to a significant extent by, the exports 
from Canada to the United States of newsprint. Newsprint sold to United States 
buyers today accounts for 22 percent of all the dollars Canadians earn and use 
in turn to buy American goods. Thus nearly $1 out of every $4 spent by Cana- 
dians in the United States is earned by our newsprint exports. 

Of course, this trade is important and perhaps essential to Canada. Our 
economic development would be slower if we had not access to, and ability to 
buy from, American producers many commodities we need. But it is important 
also to a great many Americans, to whom the Canadian market for their products 
is valuable and increasing. 

It is perhaps unfortunate that these other Americans, who have a direct 
interest in the trade in newsprint, have no one to speak for them. There are 
any number of buyers of Canadian newsprint who can be both articulate and 
persuasive when the United States dollars they are required to pay for their 
hewsprint supplies are increased by 3 percent as was recently announced by 
several Canadian manufacturers. There is no one to speak for the thousands 
of United States companies whose trade with Canada is similarly increased by 
these extra United States dollars which Canadians have available to spend on 
United States goods. Nor, indeed, is there anyone to speak for a great many 
Canadians who buy American products and who periodically are faced with 
increased prices by American sellers. An inquiry such as this, in Ottawa, into 
the prices charged by United States sellers of coal, or oil, or steel, or machine 
tools, or motorcars would be unthinkable. 

These matters are important not only in economic terms, but what is much more 
important, in international political terms. {In a world where life is becoming 
increasingly hazardous and friends increasingly valuable, one of the most essen- 
tial relationships between nations is that between Canada and the United States. 
That political friendship is strengthened and maintained by the interdependent 
trading relationships that have grown up. In that trade, the sale of newsprint 
by Canadians to Americans is a vital and essential component. 


Senator Monroney (presiding). The committee will be in order. 

We will have the testimony of Mr. Stuart Kay, vice president, 
International Paper Co.; and Mr. John Howden, vice president, 
International Paper Co. 

We appreciate very much you gentlemen favoring us with your 
testimony. Please be seated and proceed in your own way. 


STATEMENT OF STUART KAY, VICE PRESIDENT, INTERNATIONAL 
PAPER CO., ACCOMPANIED BY JOHN HOWDEN, VICE PRESIDENT, 
INTERNATIONAL PAPER CO. 


Mr. Kay. Mr. Chairman, my name is Stuart Kay, vice president 
and director of International Paper Co. I have been with Interna- 
tional for 33 years, and since 1936 have been manager of manufac- 
turing of the northern mills and am in charge of coordination of 
research as well. 

Mr. Howpren. My name is John Howden, and I am a vice president 
of International Paper Co. For about the past 15 years, among my 
duties have been to keep close track of the newsprint distribution 
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problems. I am here to help the committee and Mr. Kay on any 
questions. 

Senator Monroney. We appreciate having you here. You may pro- 
ceed in your own way. 

Mr. Kay. I have a statement here that I believe you have a copy of. 
It has been distributed. 

I might refer first of all to the charts in the back because we may be 
talking about them from time to time, and it might help you under- 
stand a little better what I am saying. 

Chart No. 1, you will see, is the United States newsprint consump- 
tion from 1925 through 1956. You will note that it went along with 
some ups and downs from 1925 until about 1945, and then there was 
an abrupt rise in it until 1950. 

Then we had a plateau for 4 years to which I will later refer, and 
then it continued, a very abrupt rise from then on. 

Chart No. 2 shows the North American production and the pro- 
duction of International Paper Co. and its subsidiaries from 1898 
to 1956. 

Chart No. 3 shows the relative position of Canada and the United 
States in the production of newsprint. You will note that up until 
1911 or 1912, the production of newsprint was entirely in the United 
States. Then the tariff was changed and there was an immediate 
pickup in Canada and the lines crossed, as you will see in the chart. 

So the production in the United States dropped. The production 
in Canada increased. 

Senator Monronry. You mean percentage of production? 

Mr. Kay. This is percentage of production. I think it shows a little 
better the actual production. 

You will notice that that trend has now been reversed in the last 3 
or 4 years, and the curves are coming together again. 

Senator Lauscuer. To what do you attribute the reversal of the 
curve in the last 3 or 4 years? 

Mr. Kay. I would say mainly due to the development of news- 
print process in the South, the manufacture of newsprint in the South 
basically. 

Mr. Chairman and gentlemen of the committee, we are here today 
at your invitation to give you our views on the supply of newsprint, 
on newsprint prices, and as to the development of future sources for 
newsprint. fi 

International Paper Co. has recently started to make newsprint at 
Mobile, Ala., and we are making some newsprint at our mill at Liver- 
more Falls, Maine. Most of the newsprint made by our companies is 
made by our Canadian subsidiaries at Three Rivers and Gatineau, 
Quebec, and Dalhousie, New Brunswick. For the sake of simplicity 
I will refer to International Paper Co. and its subsidiaries as “Inter- 
national.” 

International made and shipped 684,946 tons of newsprint to United 
States customers in 1954; 708,978 tons in 1955; and P4879 tons in 
1956. 

AVAILABLE SUPPLY AND SCARCITY 


Chart I attached at the end of this statement shows the growth of 
United States newsprint consumption from 1925 through 1956. In 
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1956 the United States consumed an estimated 6,899,020 tons. This 
is the beeen amount of newsprint ever consumed in this country. 
It was 736,259 tons, or 11.9 percent, greater than in 1954 and 260,871 
tons, or 3.9 percent, greater than in 1955. In 1955 the United States 
consumed 51.6 percent of the world supply of newsprint and we have 
no doubt that when the 1956 figures are available its share will be 
equally large. 

In other words, you will see the tonnage of newsprint available to 
United States newspaper publishers is greater than half the entire 
newsprint that is made and consumed in the world. 

During 1956 the publishers’ stocks of inventory were increased. 

You have heard of that from the last 2 or 3 witnesses. According to 
the American Newspaper Publishers Association Bulletin of January 
16, 1957, the stock of its 525 reporting newspapers increased 177,404 
tons during 1956. That was mentioned earlier. At the end of 1955 
they ae 34 days’ supply and at the end of 1956 they had 44 days’ 
su ’ 
Chart II attached at the end of this statement shows the North 
American production from 1898 through 1956. The total 1956 pro- 
duction in North America was 8,186,058 tons. This was 990,696 tons 
or 13.8 percent more than in 1954 and 443,117 tons or 5.7 percent more 
than in 1955. 

Each year after the war and through 1950 newsprint consumption 
in the United States rose on an average in excess of 400,000 tons an- 
nually and per capita consumption of newsprint went ahead. This 
trend, however, did not continue during the period from 1951 through 
1954. 

During this period the average consumption gain was only 55,000 
tons annually and per capita consumption actually fell from 78.3 

ounds in 1950 to 75.9 pounds in 1954. This is the chart I mentioned. 
Fou will see, if you look at it, it rose sharply after the war in 1945 
until 1950, and then it leveled off on a plateau there for several 

ears. 
: This change is seen in chart I. The explanations generally ad- 
vanced for this change in trend were (1) the readjustment from war- 
time restrictions which had been imposed upon newspapers had be- 
come completed by 1950; (2) the rapid expansion of television had 
had its effect upon competing media such as newspapers; and (38) 
the publishers through their associations waged an aggressive economy 
campaign to reduce their newsprint consumption. 

This campaign of course had its effect upon plans of newsprint 
manufacturers to expand their capacities further and build new 
mills and also because of reduction to narrower roll widths, increased 
the manufacturer’s production costs. 

I am not objecting to the fact they did it. I am merely pointing 
out that they did, and the effect of it, which is shown in the chart. 

Manufacturers were led to believe that the upward trend for the 
future in consumption of newsprint would not be as rapid as it had 
been in the years immediately following the war. 

The sudden upsurge which occurred in the United States consump- 
tion of newsprint since the beginning of 1955 was not foreseen by 
either the publishers or the newsprint-producing industry. Chart J, 
which we have previously referred to, also shows the upsurge, 
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Early in 1955 it became apparent that the lull in the growth of 
newsprint consumption in the United States was over. Newspapers 
had successfully met the challenge of television. Newspaper adver- 
tising continued to grow and maintained a dominant position in the 
marketing picture. The campaign to reduce the use of newsprint by 
narrowing roll widths and other measures had reached the major 
savings that could be made at this time. 

Asa result of this unforeseen upsurge, some publishers were unable 
to get what they considered was their fair share of the available supply 
from normal suppliers to the United States market at contract-market 

rices. 

x Some of these publishers found it to their competitive interest, even 
at substantially higher prices, to supplement their supply from sup- 
pliers who do not. normally supply the United States market. In any 
free economy probably there always will be periods when some pur- 
chasers cannot get all they want at the lowest price. It just goes 
without saying, regardless of what you are talking about. 

However, prompt action was taken to relieve this situation. News- 
print manufacturers, who because of past experiences had perhaps 
hesitated to conclude that the newspaper-publishing industry would 
substantially increase its rate of growth, regained confidence, and 
many plans were made to increase the newsprint-manufacturing ca- 
pacities in North America. 

In January 1955 our own company announced that it would build a 
100,000-ton newsprint mill at Mobile, Ala. On April 10, 1956, our 
company announced its intention to construct a larger newsprint mill 
at Pine Bluff, Ark. 

When the current program which began in 1954 is completed, Inter- 
national will have expanded its capacities in Canada an additional 
60,000 tons per annum. ‘This is in addition to its capacity expansions 
of 190,000 tons that had already been made since the end of the war. 

In other words, our Canadian mills will have expanded roughly 
250,000 tons or more than 2 mills by expansion of existing equipment. 

Senator Monronrey. What was the expansion at Pine Bluff and 
Mobile? 

Mr. Kay. 100,000 tons at Mobile, and at Pine Bluff slightly larger. 
It could be 112,000 or 115,000, somewhere in that neighborhood. 

To relieve the immediate situation in 1955 and 1956, International 
produced 79,168 tons of newsprint at its Otis mill in Maine. The 
production of such newsprint was sold at an actual loss and, in addi- 
tion, it displaced profitable grades. 

In other words, that is one of our older mills in New England. 
It was making other grades on which it could live, higher grade papers. 

Senator Monroney. Magazine slick paper ? 

Mr. Kay. Yes; ground-wood papers, telephone directory, and that 
type of thing. I think in switching that production over voluntarily 
into newsprint on 79,000 tons, I am sure that actually cost us in excess 
of a couple of million dollars. We did it because we tried to help out 
the situation. 

As a result of the capacity increases by the newsprint companies, 
including our own, it has now become apparent that for 1957 supply 
and demand for the United States will be in substantial balance. This 
conclusion was confirmed only last week by the Department of Com- 
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merce before the House Interstate and Foreign Commerce Committee, 
when its report indicated an availability of newsprint to United States 
consumers of about 125,000 tons in excess of consumption needs. 

I understand they are going to talk here tomorrow. 

Senator Lauscux. Did you hear the testimony yesterday ? 

Mr. Kay. Yes, sir. I would like to come to that. I have some 
comments on it. 

Over the 4 years beyond 1957 it appears that the expanded capacities 
of North American newsprint mills now scheduled will be able to fill 
the expanded demands of the United States newsprint consumers as 
they arise and have been forecast. This can be done while these mills 
are also supplying that portion of United States newsprint consump- 
tion which consisted of high-priced tonnage from European mills and 
marginal mills in 1956. 

Those are the so-called gray-market mills and tonnage that was 
referred to in the last day or so. We have seen lots of forecasts; there 
must be 15 of them by various different agencies, and we have made 
them ourselves. We have not seen any forecast of demand increases 
for the 4 years immediately beyond 1957 that indicate the planned 
ome increases available for United States consumption will not 

sufficient to satisfy these increased demands. 

We recognize that it may take several years for some new mills and 
machines to reach their announced capacities, and it may well be that 
some planned speedups in productive capacity of existing machines 
may be postponed or not pushed through if it appears that they are 
not needed. 

However, despite these offsetting factors, it now appears that during 
the 3- or 4-year period beyond 1957 the mills of North America will be 
able to fill all of the increasing demands of United States newsprint 
consumers as they develop. 

Here, I would like to add that Mr. Williams was kind enough to 
make a statement that the newsprint producers were a nice bunch of 
fellows, and if the publishers didn’t take all they had contracted for 
and they couldn’t use it, the producers didn’t make them eat it. 

But I am thinking it might be a good idea to put a clause in that 
they did have to eat it when some of these estimates were made, because 
I think it might affect the estimates. 

The problem we have to deal with is a long-range one. But before 
I get to that, I think I ought to comment on the statements that were 
made yesterday by Mr. Cranston Williams. 

I may not be able to add properly, but we have analyzed what Mr. 
Williams says and this is what we have arrived at. The North Ameri- 
can capacity in 1957 is made up, or will be made up, of Canada, 6,- 
700,000 tons; United States, 1,873,000: total, 8,575,000 tons. 

The estimated additional by 1960—and these are Mr. Williams’ own 
figures, as were the ones I have just given you—Canada, 850,000; 
United States, 630,000; a total of 1,480,000. In my book that adds up 
to 10,055,000. 

Senator Lauscue. Give me those figures, 1960, Canada, how much ? 

Mr. Kay. 1960, Canada, 850,000; United States, 630,000; that is a 
total of 1,480,000. You add that on to the 8,575,000, which is the 
capacity in 1957, and you will get a figure of 10,055,000. Those aren’t 
my figures; they are Mr. Williams’ figures. As to the estimated needs 
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by 1960, Mr. Williams estimated United States, 7,500,000; Canada, 
500,000; overseas, 1,500,000; or a total of 9,500,000; leaving an ap- 
parent excess of 555,000. Mr. Williams yesterday was making a point 
that we are just in balance. There was only 9,500,000 supply and 
9,500,000 demand, and he wanted another 500,000 tons built. 

Senator Lauscur. Where did he make his miscalculation, if you are 
able to tell me? 

Mr. Kay. He covered these things and he never did add them up as 
far as I know. 

Senator Lauscuz. Are you using his actual figures ? 

Mr. Kay. Iam using his actual figures, sir. 

Senator Lauscue. Mention was made of that same subject this 
morning by one of the witnesses. 

Mr. Kay. He mentioned it, but I didn’t think perhaps he covered 
it as clearly as it might have been covered. I thought it was important 
enough to repeat it. 

Senator Monroney. Maybe he felt there should be some reserve ca- 
ar in the system to take care of mistakes in estimates and all of 
that. 

Mr. Howven. He did, sir; but we have got over 500,000 in the 
system in excess of what he needs. 

Mr. Kay. I don’t think you would want to add the excess or the 
a factor into the figures, into your real estimate of what it looks 

ike. 

Senator Monronry. You should have some excess. You wouldn’t be 
up to 102 percent of your limit over a long period of time. 

Mr. Kay. I think the excess you speak of is this 555,000 that is 
already here. I don’t say already here, but that is indicated by Mr. 
Williams’ figures. 

Senator Lauscur. What about this figure here? He said the News- 
print Association of Canada in its 1956 newsprint data summary es- 
timates that Canadian production will total 6,700,000 tons in 1957. 
You just gave me that figure, didn’t you? 

Mr. Kay. Correct. 

Senator Lauscnr. Of which 5,275,000 tons will be supplied to 
United States consumers; 500,000 to Canadian users; and 925,000 
tons overseas. Are you considering that figure of 925,000 tons? 

Mr. Howpen. We have developed a 1960 figure on the next page. 

Mr. Kay. We are developing 1960 right from those figures. Those 
figures that you refer to follow through and are taken into account. 

Mr. Howven. Those are his 1957 production figures. Then he later 
deals with increases in production before 1960. 

Senator Lauscue. Let’s follow this through. You gave me the 
figure et 6,700,000 tons in Canada; 1,875,000 tons in the United States 
in 1957. 

Mr. Kay. That is capacity in 1957. 

Senator Lauscur. But Mr. Williams testified that of that 
6,700,000—— 

Mr. Kay. Some of it was going overseas. 

Senator Lauscue. 925,000 tons were going overseas. Have you 
taken that out of your figure ? 

Mr. Kay. Yes, sir, down at the bottom I mentioned that the over- 
seas was 1.5 million. 
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Senator Lauscue. In 1960? 

Mr. Kay. In 1960. 

Senator Monroney. It is a million tons a year now. Is that right? 

Mr. Howpen. 925,000 tons in 1957. 

Senator Lauscusr. We may ask Mr. Williams to give an explanation 
of the obvious inconsistency. 

Mr. Kay. May I say that anybody can, of course, make up one 
of these estimates. It is just their best judgment. Frankly, we have 
no objection to it one way or the other. If the estimate is going to 
be higher, then we surely want to know it. We are in this business 
and we want to know for our own business forecasting what to do. 
We don’t want to make mistakes. 

So we have come up with the best estimate that we can and com- 
pletely independently of anything that Mr. Williams did. We came 
up with the figure of 10 million available in 1960. 

Senator Lauscue. As against a demand of how much? 

Mr. Kay. We will let him make the demand. I think his demand 
is high, but we will accept it. 

Senator Lauscue. 9,500,000? 

Mr. Kay. 9,500,000. I think you will find that by 1960 that will have 
been high, but we will accept it. It is quite a guess. Certainly it is 
somewhere nearly correct, based on what has happened in the past over 
the years. 

Assuming Mr. Williams is right, and it is in balance, but he feels 
there should be a 500,000-ton cushion, Mr. Williams says all he wants 
is to suggest a stable, uninterrupted flow of sufficient supply to satisfy 
the requirements and provide a cushion for emergencies, and that 
he wants nothing more than a price which is sufficient to support this 
capacity and to provide an adequate profit margin over the long range 
for producers. That is what Mr. Williams said. 

I would like to question and talk about this a little bit. Is this 
suggestion that this is to be a one-way street, that producers will 
build excess capacity to be called on by the publishers only during 
peak loads or when they need it, and if the publishers’ demand falls 
off—as it has many times in the past, and we haven’t made them take 
it—the producers are left holding the bag? 

It is just too bad for them. 

Senator Monroney. Let me ask you, sir, if I may, there. The 
Department of Commerce has submitted for 1957, 125,000 tons in 
excess of consumption needs. At what figure of operation is that 
figured? At 100 percent? 

Mr. Kay. This is all figured at 100 percent. 

Senator Monroney. In other words, that includes your absolute 
full-scale production and the utilization of all your plant capacity 
everywhere. I don’t know of any other business in the United States 
that can figure cutting the market that close with 100 percent oper- 
ation that is so important to our economy. 

I think most of it would vary at least between 100 percent operation 
and would be very happy—as in our automobile plants—to get even 
as much as 80. 

Mr. Kay. But paper mills are geared up to run pretty close to 
capacity, if they have to, and they always have been geared that way. 
With the tremendous capital investment—and I think that is some- 
thing we always forget at times—the terriflic capital investment per 
ton of product in a news mill or in a paper mill, idle time is just 
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too bad. You just have got to run full. All of these prices are based 
on running full. 

Senator Monronry. Is that a 24-hour-a-day production ? 

Mr. Kay. It is 24 hours a day, 7 days a week in the United States. 
We can’t run news in Canada 7 days because of Provincial laws. But 
in the United States it is 7 days a week, and pretty nearly 340 days a 
year. And the mills are geared to do that. It is not unusual. 

Senator Monroney. The price reflects, does it, a need for 100 per- 
cent capacity production ? 

Mr. Kay. The price is based today on that 100 percent. Unfor- 
tunately that is one thing that is wrong. Perhaps we should increase 
the price and not run so fast so long and have a cushion. But we 
haven’t done that. These prices are all based on 100 percent operation, 

I would just like to look at this suggestion that was made. Who 
is going to build this excess cushion, this 500,000 or a million tons? 
T think in his bulletin that Mr. Williams mentioned 500,000 to a mil- 
lion. We just don’t have one producer and one publisher that could 
get together and make some sort of a deal. We have many producers 
and we have hundreds of publishers. 

Who builds the extra production? IP or Bowaters or Great North- 
ern? We can’t get together and make a deal as to who is going to do 
it. It would be illegal and we just wouldn’t think of doing it. 

So you couldn’t have an industry plan, as I see it. If you could, 
I don’t know just how you would arrange it to get this 500,000-ton 
cushion that has been suggested. 

Then next let’s take a look at what it would involve. A 10-percent 
cushion—which was what I think he originally suggested—anyway, 
the ANPA bulletin refers to 500,000 to 1 million tons, and Mr. Wil- 
liams referred to 500,000 here. So I took the figures and did a little 
checking to see just what that would mean because I don’t think many 
people realize, and perhaps Mr. Williams doesn’t realize, just what 
that means. 

To add 500,000 or 1 million tons—and that is what it would mean, 
the cushion he is talking about—to be used only in periods of short- 
age, that is what he is saying, you only need it when you have a short- 
age and you let it sit idle the rest of the time—would cost for the 
smaller amount, the 500,000 tons, $187 million ; and the larger amount, 
$375 million. 

The interest alone on the investment in that tonnage capacity that 
has been suggested be carried just to take care of peak periods would 
surely increase today’s price. As I understand it from what I have 
heard, the publishers don’t like today’s price. So it is really a terrific 
problem to supply any of this standby capacity. 

So what is the answer? We think that if a publisher is going to 
need increased tonnage over a number of years—and they don’t all 
need it; I am quite sure there are hundreds and hundreds that don’t 
want increased tonnage and that don’t want to pay any burden to 
carry some excess capacity to take care of some peak loads which they 
don’t have—he should talk to his suppliers to see if he can’t make an 
equitable arrangement with them. 

I am sure that as far as International Paper Co. is concerned, we 
are ready to discuss additional tonnage with our customers any time; 
and if increased volume is reasonably assured to us and an adequate 
return on our investment is insured, we see no reason why we shouldn’t 
proceed with further expansion. 
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For example, our announced plans to build a pulp and paper mill in 
Oregon. e announced that some time ago. e acquired the Long 
Bell Lumber Co. in a merger, and we plan to put a pulp and paper 
mill in Oregon. 

In our thinking as to one of the grades is the subject of newsprint. 
I don’t know just what the problems are, but that certainly is in our 
thinking there. 

The Federal Trade Commission has objected and are having a case 
right now. Of course, if they stop us, we couldn’t go ahead with that 
mill. But that is in our thinking. 

Then we are also perfectly wilting to consider further expansion at 
Pine Bluff, Ark., where we are just now building a mill. So as far 
as we are concerned, as I say, we have put in tremendous new tonnage 
in the past few years and we are willing to keep right on with the 
process. 

The 2 new mills—1 is in and the other is in process of being put in— 
are increasing our capacity roughly 20 to 25 percent. That is just 
within a couple of _ To me it is quite an accomplishment. 

However, I would like to stress a publisher just can’t rush in here 
and make a deal and get the additional paper tomorrow. It has got 
to be worked out, and naturally it is going to take a little while; but 
is surely can be worked out. 

It seems to me that that type of approach could well take care of 
the problem that we have all been talking about here for the last 2 or 3 
days. Nobody is going to put a mill in just on speculation. 

Certainly we are not going to build a mill in anticipation of some 
will-o’ the-wisp in anticipation that somebody may need it some time. 

May I go back to where I was in the prepared statement, sir? 

Mr. Kay. The problem we have to deal with is a long-range one. 
I can’t emphasize it too much. One of the surest ways to develop a 
scarcity of any commodity is to have it priced at a figure which does 
not allow sufficient profit to encourage the construction of additional 
capacity. One of the surest ways to relieve a scarcity of any product 
is to have it priced at a om which yields a profit sufficient to en- 
courage the construction of additional capacity. 

It is perhaps paradoxical that investigations of the newsprint indus- 
try usually relate particularly to the subjects of scarcity and price 
but appear, at least initially, to ignore the relationship between these 
two subjects. The fact is that they are inextricably related. 

This conclusion was reached by other congressional committees 
which investigated these same subjects that are now being investigated 
by this committee. After exhaustive hearings regarding the news- 
print industry in 1950 before a subcommittee of the House Judiciary 
Committee, that subcommittee submitted its report in 1951. 

One of its conclusions was that “Shortages of newsprint may be 
expected to persist with varying degrees of intensity until new capac- 
ity has been added. One factor deterring the investment of new 
capital has been the low price policies uniformly followed by members 
of the industry at the behest of American publishers and other con- 
gressional committees.” 

The price which buyers pay for newsprint affects the amount of 
wood that will be made available for ad in competition with 
other users of wood. In the hearings before the House Interstate 
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and Foreign Commerce Committee last year the Director of the Forest 
Products Division for the Department of Commerce said: 

Newsprint is a commodity that must compete for production facilities with 
other grades and kinds of paper. We believe as you do that there is enough 
wood or fibrous material available in the United States in sufficient quantities 
to manufacture the newsprint that may be required. The price that they can 
sell other grades of paper for undoubtedly is higher, and we know that. 
From 1950 to 1956, the cost of newsprint—in the 3 years prior to 1955, rather— 
the price of newsprint increased about 4 percent. Generally overall, the prices 
for paper other than newsprint increased by 6 percent. So there is a tendency 
on the part of producers, probably, to build mills to produce a grade of paper 
which sells for higher prices (hearings, p. 147). 

There has been a restoration of confidence upon the part of news- 
print manufacturers in the future growth of the newspaper industry 
and in the ability of newspapers to pay prices for newsprint that will 
justify the high investment required for new productive capacity as 
it becomes needed. 

There is every reason to believe that this restored confidence will 
continue and that so long as market prices reflect a sufficient return 
to encourage the construction of new capacities, expansions of capac- 
ity will be developed so as to be available as demands increase. 


REASONABLENESS OF INTERNATIONAL’S ANNOUNCED PRICE INCREASE 


Since June 15, 1952, International has announced 2 price in- 
creases, each of $4. The first became effective January 1, 1956, and the 
second will become effective March 1, 1957. The 2 increases amounted 
to a total of $8, or 6.3 percent, over a period of over more than 414 

ears, 
» During this same period of 414 years all of International’s news- 
print, except the emergency tonnage produced at Livermore Falls, 
Maine, and the output from the recently opened Mobile mill, was 
being produced in Canada. International’s total costs, before in- 
terest, of making newsprint in Canada and shipping it to the United 
States during this period have increased $12.10 per ton. 

As I said before, gentlemen, that is running slambang full with all 
the stops out. 

Breaking down this figure, International’s total costs, before in- 
terest, of making newsprint in Canada and shipping it to the United 
States increased $4.37 per ton between June 15, 1952, and J aa? 
1956, against a price increase on the latter date of $4 per ton. Be- 
tween January 1, 1956, and the present, the same costs have increased 
an additional $7.73 per ton against the March 1, 1957, price increase 
of $4 per ton. In other words, during 1956, our costs went up $7.73 
a ton. 

As can be seen from this figure, International’s cost increases in 
Canada for newsprint supplied to the United States have substantially 
exceeded the upward adjustments in the prices it found it necessary 
to make in this period of more than 41% years. 

Senator Lauscue. May I interrupt? These increased costs: What 
do they embody—what items? - 

Mr. Kay. Everything except interest. The increase is mainly 
wood, labor, chemicals, supplies, and freight. 

Senator Lauscug. Do you have your own forest lands? 
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Mr. Kay. In Canada it is slightly different. They are Crown 
lands. The land is owned basically, not all of it, but a great deal of 
it in Quebec, particularly, is owned by the Crown. They lease these 
lands, 

Senator Lauscue. Is any of the increased costs reflected by in- 
creased valuation of your property ? 

Mr. Kay. None whatever, sir. The increased costs are due to actual 
operating costs that we had to pay for cutting the woods, for example. 

Senator Monroney. Do you hire the woodcutters yourself, or do you 
buy it in lots ? 

Mr. Kay. We largely have our own operations in Canada. 

Senator Monroney. About what component is the raw wood cost 
to the cost of newsprint? Twenty-five percent or fifty percent? 

Mr. Kay. Thirty and thirty-five percent. 

Senator Monroney. Roughly a third of the cost would be in the 
cost of the wood, whether you cut it or whether you buy it? 

Mr. Kay. That is correct. 

Senator Monroney. What percent has that gone up? Has it gone 
up more than the other costs ? eLout 

Mr. Kay. There have been 2 or 3 increases, not any one individual 
increase, but it is one of the largest factors. I will express it that 
way. 

Senator Monroney. But mostly a labor factor? 

Mr. Kay. Really it is all labor because it is labor cutting wood. 

Senator Monroney. But you don’t pay more for your lease to cut 
the timber ? 

Mr. Kay. I don’t believe there is any substantial change in that. 
The stumpage charge in Quebec on spruce and balsam was increased 
from $2.16 to $2.50 per rough cord in May 1955. 

Senator Monroney. You may proceed. 

Mr. Kay. As against International’s price increase of 6.3 percent 
during this same period the Department of Labor wholesale price 
index for all commodities, other than farm products and foods, has 
risen 10.7 percent. I am merely quoting a few items here to show it 
was not out of line with what was happening generally. 

The wholesale price index for papers other than newsprint rose 
13.4 percent. The index for wastepaper rose 42.1 percent. The 
index for building paper and board rose 19.2 percent. The index for 
average hourly gross earnings in the paper and board industry has 
risen 26.2 percent. 

In Canada the corresponding increase in average hourly earnings 
from June 1952 to October 1956, which is the latest figure available, 
has been 27.5 percent. There have been 2 freight rate increases on 
shipments to the United States of 6 and 7 percent respectively. 

I might touch for a minute on Mobile. It just started up, as I told 
you. It has been running a month and a half or so. 

At Mobile International is still in the starting up period and is 
operating at an actual loss. It will be several years before this new 
newsprint mill can reach International’s full expectations. 

Senator Monroney. You anticipate eventually, though, that you 
will have a cheaper operation when you get into full, efficient produc- 
tion there? 

Mr. Kay. I think it will be several years before this new newsprint 
mill can reach our full expectation because with these newest, latest, 
very wide, high-speed machines, and particularly using them in the 
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South on some of the problems we have, we are using pine, it is a 
little bit slower development getting them up to speed. We think the 
results will justify themselves in the long run. 

We can point out that the most recently estimated cost for wood, 
labor, chemicals, and other materials are $10.20 per ton of newsprint 
higher than originally estimated when the construction of the mill 
was decided upon early in 1955 when we decided to go ahead with the 
mill. Actual costs of components going into newsprint have gone 
up $10.20 and that was early 1955. 

In addition to this, there have been 2 freight-rate increases of 6 

ercent and 5 percent and there has also been more than a 15 percent 
increase in the construction costs for the mill itself since its construe- 
tion was decided upon. ‘There has been a terrific change in construc- 
tion costs in the last year or two. Of course that reflects itself even- 
tually in the fixed charges, because the carrying charges have to be 
raised that much. 

Senator Monroney. Are those built with accelerated depreciation ? 

Mr. Kay. Pardon? 

Senator Monroney. There is no certificate of accelerated deprecia- 
tion? 

Mr. Kay. No, sir; we did not ask for a certificate. They weren’t 
giving them generally to newsprint at that time. Some years ago 
they were, but I think that had been cut out. 

It is important to the people in the newsprint industry, that is, 
labor and management, and the many people supplying it with essen- 
tial items such as wood, that the industry remain a healthy one. It 
is equally important to the publishers depending upon it for their 
supplies that the price charged from time to time reflect changing 
costs and be sufficient to encourage the construction of additional pro- 
ductive capacity as it becomes needed. 

In other words, we feel it is just as much to the advantage of the 
newsprint publishers as it is to us to have this price right. 


FUTURE NEWSPRINT CAPACITY 


Before we conclude this statement, we should like to speak briefly on 
a second question which your committee has been considering—that 
is, whether it is important that, as some critics claim, something should 
be worked out so that the publishers of this country are not dependent 
upon imports, even from Canada for their newsprint supplies. That 
has been stated quite frequently. 

While it is proper for you gentlemen to consider the advisability of 
encouraging American production by imposition of artificial barriers 
to imports, such as a tariff on newsprint, In our opinion that is not the 
answer to the problem. 

It is ironical that the American Newspaper Publishers Association 
and the United States publishers were the leaders in causing the United 
States to be dependent upon Canada for a substantial portion of its 
newsprint. Duties were removed from newsprint by Congress in the 
Underwood Tariff Act of 1913. 

The newsprint producers of this country vigorously opposed the 
removal of the tariff. As anticipated, there was a drastic shift of 
newsprint mills to Canada. Chart III attached to this statement 
illustrates this shift of newsprint production to Canada. You will 


see that it started up the year the tariff was removed and continued to 
rise. 
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Most of the newsprint mills that were in existence in the United 
States in 1913 were scrapped or converted to other grades during 
the 25 years following the removal of the tariff. The International 
Paper Co. scrapped or converted to other grades during the 25 years 
following the removal of the tariff 19 mills that had formerly been 
making newsprint. 

From 1913 to 1946 the ratio of United States production to the 
North American production gradually dropped from 79 percent to a 
low of about 14 percent. This trend is demonstrated in chart III 
attached. 

As you can see from the chart here it is now running at 21 or 22 
percent. 

The trend has now been reversed. The development of newsprint 
in the South has resulted in the United States mills gaining a larger 
share of the North American production, so that in 1956 newsprint 
production in this country rose to 21 or 22 percent of the total. 

We expected this change to take place. When our company ap- 
peared before the House Judiciary Antimonopoly Subcommittee in 
1950, the chairman of our company stated that although the quality 
of newsprint then being produced in the South was not as good as the 
newsprint made in the North or in Canada, it would only be a matter 
of time when southern newsprint would improve both in quality and 
quantity (hearings, pp. 605, 606). 

Since then there hee been a tremendous expansion of newsprint 
roduction in the South. You will note that International elected to 
uild its two new newsprint mills in the South. 

About 7 million cords of wood were consumed in the production of 
newsprint imported into the United States in 1956. It would be 
extremely unwise for newsprint consumers in the United States not 
to take advantage of the newsprint produced from the plentiful forests 
of Canada. 

If all the newsprint consumed in the United States were manu- 
factured solely from the output of our own forests, which are already 
being competed for by other expanding branches of the paper industry 
and other wood using industries, there is little question that the cost 
of pulpwood—and therefore the cost of manufacturing newsprint— 
would be increased. We believe that for the foreseeable future a 
substantial portion of the United States supply of newsprint will, 
and should, come from Canadian mills. 

The question has also been raised as to whether Congress should 
pone some kind of subsidy for the production of newsprint in the 

nited States. This is not necessary nor is it in the public interest. 
It would merely be a way of subsidizing the American press, and 
neither the publishers, the newsprint industry, nor the American 
people would want that. 


CONCLUSION 


On the basis of our long experience—and we have been in this busi- 
ness for 55 years or so—in the industry, we are convinced that an 
ample overall supply of newsprint to meet the growing requirements 
of the United States will be made available if newsprint is priced 
upon a basis which will make investment in new newsprint capacity 
economically sound for American investors. 

(The tables referred to are as follows:) 
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‘Senator Monroney. Thank you very much. Do you have some 
questions ? 

Senator LauscHe. No. 

Senator Monroney. In establishing the $4-a-ton price increase 
when you did, you were not the first company, I believe, to put that in! 

Mr. Kay. No, sir. 

Senator Monroney. How long after the first price increase was an- 
nounced before International announced its price raise? 

Mr. Kay. The first price was announced, I think, early in January, 
and we announced it at the end of January. 

Senator Monroney. Others had announced it in the meantime at 
the same price? 

Mr. Kay. That is correct. 

Senator Monroney. Your figures showed, according to your testi- 
mony, at least on your Canadian production—I imagine that was the 
controlling factor—that you say your costs went up some $12? 

Mr. Kay. $7.73 last year. From a couple of years back it was $12, 
from 1952 it was $12. 

Senator Monroney. The $4 increase took place first in 1952, did it 
not ? 

Mr. Howven. No; the first $4 increase took effect January 1, 1956. 

Senator Monroney. What was the base of June 15, 1952? There 
had been no price increase from that date? 

Mr. Howpen. There had been no price increase from June 15, 1952, 
until January 1, 1956. 

Senator Monroney. Then you increased it $4 a ton. That was 
about corresponding to your actual increase in production costs which 
you say is $4.37 per ton ? 

Mr. Kay. That is right. 

Senator Monroney. But then between January 1, 1956, and March 
1, 1957, you had a $7.73-per-ton increase in cost ? 

Mr. Howpen. That is correct. 

Senator Monroney. Would other companies have approximately 
that same increase? Are they that close together on production costs? 

Mr. Kay. I think the factors that affect newsprint producers gen- 
erally affect all these mills. They may to different varying degrees, 
depending on their situation. And I can’t say every other mill had 
an increase of $7. I wouldn’t know. But the general factors that 
raise our costs, raise their costs. There are exceptions. 

Senator Monroney. If your costs had gone up $7.73 per ton from 
January 1, 1956, only the fact that the other companies had raised 
theirs $4 a ton kept you from going up more! 

Mr. Kay. I would say that we surely would have given it a great 
deal of consideration. But the price having been announced, our 
Canadian board of course discusses this, and had our price increase 
under consideration. 

I can’t say what they would have done, but surely a greater increase 
than $4 was indicated. 

Senator Monronry. Was a higher price desired by the company ? 

Mr. Kay. That would have had to be considered from all angles. 
Certainly it would have been justified. 

Senator Monroney. Had your costs been, say, $3 at that time, would 
you have felt compelled to meet the $4 standard price that the others 
apparently came to? 
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Mr. Kay. That is rather a hypothetical question. 

Senator Monroney. Let me put it this way: Historically it has 
been the pattern that most of the raises that have been made by one 
company have usually been the same amounts adopted by other com- 

anies, 

i Mr. Kay. I would like to comment on that because I have listened 
to some of the past witnesses with a great deal of interest. Just to 
show you what can happen in our case, what you are talking of actually 
happened twice. It happened once in 1950. Several Canadian com- 
panies announced a price of $10—a price increase of $10. Our Cana- 
dian board and officers reviewed our figures and we felt that in the 
light of our situation and costs and so forth, we felt that a $6 increase 
was adequate, and we announced a $6 increase. 

Actually what happened is the others all came down and met the $6 
increase. It has been brought out here by several witnesses it is a 
standard commodity and you just can’t help but end up with a stan- 
dard price. 

Senator Monroney. Do you know of any other cases? 

Mr. Kay. Last year, the January 1956 increase, several Canadians 
announced an increase of $5 a ton, and you will note from the record 
there that we looked at our costs and we felt that $4 was more adequate, 
and we announced a $4 increase. 

Senator Monroney. Were these major Canadian companies, or just 
very small ones? 

Mr. Kay. They were major companies. 

; Senator Monroney. So at that point it dropped back down to the 
4¢ 

Mr. Kay. That is correct. 

Senator Monroney. And it has done that several times? 

Mr. Kay. That is twice I can recall. 

Senator Monroney. Could you supply for the record over the past, 
say, since 1946, how the price has gone up and perhaps it has not been 
sustained? I mean how one company had raised the price and other 
companies had posted a lower price. I think that would be helpful to 
the committee’s record. 

If you have it available; we can perhaps get it from Government 
sources if you do not have it. 

Mr. Kay. We can supply you with the increases, of course, that 
have gone in. As to who made it first and so forth. 

j Mr. Howpen. I don’t believe we have got a complete record of the 
ates. 

Senator Monroney. I am sure the Government witnesses probably 
will have it. 

Mr. Howpven. We can give you our increases. But I don’t think 
we can give you all the increases. 

Senator Lauscue. I, of course, listened with great interest to this 
description of your increased cost, and the fact you have only lifted 
your price twice, respectively, $4 on each occasion. 

Will our Government witnesses have sheets showing your compara- 
tive capitalization and your profits each year? Will we have that 
available? Or do you have anything on that now? 

Mr. Kay. We don’t break down our newsprint profits. Our annual 
statement, our quarterly statements, are issued for the company as a 
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whole, and they are not broken down. They never have been all 
through our systems. 

Senator Lauscne. Then you are in the same position as the com- 
pany that had a representative here this morning? 

Mr. Kay. We have our costs. I think that witness stated the costs 
weren’t available. We know what our costs are. 

Senator Lauscue. Do you know the cost of your newsprint produc- 
tion compared with the cost of your other production ? 

Mr. Kay. Yes. 

Senator Lauscue. You have that? 

Mr. Kay. Yes. 

Senator Lauscue. In that respect you differ from the position oc- 
cupied by the company represented here this morning. 

Now then, would you be able to supply us with a statement showing 
what your capital structure was for each year and what your profits 
were—— 

Senator Monroney. We do have this here, International Paper 
Co., showing 1950, a profit of $66 million; 1951, $56 million; 1952, $52 
million. In 1953, $63 million. In 1954, $73 million, and 1955, $83 
million. And $61 million for 9 months. That would be 3 quarters, 
$61 million; 4 quarters, $81 million. 

Now, then, about the capitalization. We have those. Is that 
limited, may I ask, to the newsprint? Or is that the total company? 

Mr. Kay. That is the total company, Senator. That is apples and 
oranges. That has got the main part of our production in the United 
States. It has nothing to do with newsprint. It doesn’t mean a thing 
in my estimation as far as your investigation here. It has got nothing 
to do with newsprint as such. 

Senator Lauscue. If I may have your advice, what figures which 
you have would give us help? 

Mr. Kay. I would think that—I don’t know. Of course I would 
prefer to show, as I have shown, the increase in cost. Let’s go back, 
for example, to 1952. We think that is a pretty good yardstick be- 
cause in 1952, both the Government of the United States and the 
Government of Canada sat in on and more or less fixed the price of 
newsprint as being a fair price, the OPS and the Canadian Govern- 
ment. 

Of course, you can start anywhere; but we think that is a pretty 
fair start. We do feel that we are only even with increase in costs 
from that date to now with the increase in price. 

Senator Monroney. What portion of your business is roughly in 
newsprint and what is in the other papers ? 

Mr. Kay. About 20 percent. 

Senator Monroney. In other words, 20 percent of the total net in- 
come would perhaps represent 





Mr. Kay. Twenty percent of our volume. 

Senator Monronry. Of income—do you have a rough figure ? 

Mr. Kay. We haven’t broken that down. As I say, we have never 
published it broken down by grades. We feel there is a competitive 
situation there that we don’t like to disclose unless it is necessary to 
do so. I wouldn’t say we won’t, but we feel that there is a distinct 
competitive disadvantage in disclosing that type of information. 
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Senator Monroney. May I ask one other question, and that is about 
all. Does the capital for the new plants you built at Mobile and Pine 
Bluff come out of earnings or is it new capital-stock issues ? 

Mr. Kay. It came out of earnings, sir. I think Iam correct. None 
of it through any earnings that came from newsprint. 

Mr. Monee. That is correct, Senator, because we use the earnings 
from products which we made in the United States. We do not pro- 
duce any newsprint in the United States at all. Those earnings came 
from other products in the United States. 

Mr. Kay. Mr. Monge is our treasurer. 

Mr. Monee. We pulled no earnings down from Canada of news- 
print to advance these new projects. 

Senator Monroney. Is there any law that would require the rein- 
vestment of the earnings in Canada for plant expansion ? 

Mr. Monee. No, sir. 

Senator Monroney. It is just a policy of the company ? 

Mr. Monee. We have had to reinvest those earnings in Canada, 

Senator Monroney. Thank you very much for your time and the 
courtesy of your statement, sir. We appreciate having you before our 
committee. 

If there is no further witness scheduled, the committee will recess 
until 11 o’clock tomorrow. 

(Whereupon, at 5:30 p. m., the committee adjourned, to reconvene 
at 11 a. m. Thursday, Vebruaty 28, 1957.) 


STATEMENT BY JOHN P. BURKE, PRESIDENT-SECRETARY OF THE INTERNATIONAL 
BROTHERHOOD OF PULP, SULPHITE AND PAPER MILL WORKERS 


Gentlemen, the workers, whose labor and skill last year produced 1,717,243 
tons of newsprint paper in the United States and 6,468,815 tons of newsprint 
paper in Canada, or a total of 8,186,058 tons, are strongly organized into trade 
unions. The two principal unions in the newsprint industry in the United States 
and Canada are the International Brotherhood of Paper Makers and the Inter- 
national Brotherhood of Pulp, Sulphite and Paper Mill Workers, both of which 
were long time affiliates of the American Federation of Labor and now are affil- 
iated with the American Federation of Labor and Congress of Industrial Organi- 
zations. 

I am listing the newsprint mills in the United States and those Canada: 


In United States: 
Bowaters Southern Paper Corp., Calhoun, Tenn. 
Coosa River Newsprint Co., Coosa Pines, Ala. 
Crown Zellerbach Corp., Port Angeles, Wash. 
Great Northern Paper Co., Millinocket and Hast Millinocket, Maine 
Inland Emipre Paper Co., Spokane, Wash. 
Pejepscot Paper Co., Brunswick, Maine 
Publishers’ Paper Co., Oregon City, Oreg. 
St. Croix Paper Co., Woodland, Maine 
St. Lawrence Paper Corp., Norfolk, N. Y. 
Southland Paper Mills, Inc., Lufkin, Tex. 
West Tacoma Newsprint Co., West Tacoma, Wash. 
In Canada: 
Abitibi Power & Paper Co., Ltd. : 
Beaupre, Quebec (called Ste. Anne Paper Co.) 
Fort William, Ontario 
Iroquois Falls, Ontario 
Pine Falls, Manitoba (called Manitoba Paper Co.) 
Port Arthur, Ontario 
Sault Ste. Marie, Ontario 
Anglo-Canadian Pulp & Mills, Ltd., Quebec City, Quebec 
Anglo-Newfoundland Development Co., Ltd., Grand Falls, Newfoundland 
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Bathurst Power & Paper Co., Ltd., Bathurst, New Brunswick 

Beaver Wood Fibre Co., Ltd., Thorold, Ontario 

Bowater’s Newfoundland Pulp & Paper Mills, Ltd., Corner Brook, New- 
foundland 


Canadian International Paper Co., Gatinean, Quebec, and Three Rivers 
ebec 


Qu 

Canada Paper Co., Windsor, Quebec 

Consolidated Paper Corp., Ltd.: 
Belgo Division, Shawinigan Falls, Quebec 
Laurentide Division, Grand’Mere, Quebec 
Port Alfred Division, Port Alfred, Quebec 
Wayagamack Division, Cap de la Madeleine, Quebec, and Three Rivers, 

Quebec 

Crown Zellerbach Canada, Ltd., Ocean Falls, British Columbia 

Donnacona Paper Co. Ltd., Donnacona, Quebec 

Donohue Bros., Ltd., Clermont, Quebec 

E. B. Eddy Co., Hull, Quebec 

Elk Falls Co. Ltd., Campbell River, British Columbia 

Great Lakes Paper Co., Ltd., Fort William, Ontario 

MacLaren, James, Co., Ltd., Buckingham, Quebec 

MacMillan & Bloedel, Port Alberni, British Columbia 

Mersey Paper Co., Ltd., Brooklyn, Nova Scotia 

New Brunswick International Paper Co., Ltd., Dalhousie, New Brunswick 

Ontario-Minnesota Pulp & Paper Co., Ltd., Fort Frances, Ontario, and Kenora, 

Ontario 

Ontario Paper Co., Ltd., Thorold, Ontario 

Powell River Co., Ltd., Powell River, British Columbia 

Price Brothers & Co., Ltd., Kenogami, Quebec, and Riverbend, Quebec 

Provincial Paper, Ltd., Port Arthur, Ontario 

Quebec North Shore Paper Co., Baie Comeau, Quebec 

Richmond Pulp & Paper Co. of Canada, Ltd., Bromptonville, Quebec 

St. Lawrence Corp., Ltd. : 
Dolbeau, Quebec 
Red Rock, Ontario 
Three Rivers, Quebec 

St. Raymond Paper Ltd., St. Raymond, Quebec 

Spruce Falls Power & Paper Co., Ltd., Kapuskasing, Ontario 

The National Catholic Syndicates have some organized strength among the 
workers in the Province of Quebec, but nowhere else. The mills in which they 
have established local unions are as follows: 

Donnacona Paper Co., Ltd., Donnacona, Quebec 

Donohu Bros., Ltd., Clermont, Quebec 

Port Alfred Division of Consolidated Paper Corp., Ltd., Port Alfred, Quebec 
Price Bros. & Co., Ltd., Kenogami, Quebec, and Riverbend, Quebec 

St. Raymond Paper, Ltd., St. Raymond, Quebec 

The workers in the newsprint industry in the United States and Canada are 
organized on an international basis. This is the only way that effective organ- 
izations could have been built. 

Many of the companies are organized internationally. Newsprint paper enters 
the United States duty free. Eighty percent or more of the newsprint paper 
made in Canada is marketed in the United States. 

It has been one of the objectives of the two international unions in the 
industry to establish as nearly as possible uniform hours of labor, wages, and 
working conditions in all of these mills. This has been a difficult task because 
of the wide separation in the geographical location of many of the mills. How- 
ever, in comparison with the wage differentials that prevailed before this industry 
became thoroughly unionized, remarkable progress has been made in placing all 
of the mills on a competitive basis insofar as labor costs are concerned. 


LABOR RELATIONS IN THE INDUSTRY 


Labor relations in the newsprint industry in both countries are on a 
friendly basis and have been for a great many years. Strikes in the newsprint 
industry have been infrequent. Some of the large newsprint producers have a 
remarkable record of freedom from strikes. For instance, the Great Northern 
Paper Co., the largest producer of newsprint in the United States, with mills in 
Millinocket and East Millinocket, Maine, has been signing union-shop agreements 
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with the unions for 45 years and has never had a strike in this long period of 
time. The St. Croix Paper Co., of Woodland, Maine, has a record that is equally 
as good. The Abitibi Power & Paper Co. at Iroquois Falls, Ontario, signed 
an agreement with the two international unions in 1917. In the 40 years that 
have elapsed since then, there has been but 1 short strike in the mills of this 
company, which occurred in May 1921, lasting for 3 weeks. 

The two international unions signed an agreement with the Canadian Inter- 
national Paper Co. in April 1937, in the city of Montreal. That agreement has 
been renewed year after year since then without a strike vote being taken 
by the workers in the mills. 


NO OPPOSITION FROM SOUTHERN PRODUCERS 


Many unions have found it difficult to organize the workers in the southern 
mills because of the strong opposition on the part of the southern employers. I 
am pleased to say that this has not been the experience of the two international 
unions in dealing with southern employers who have built newsprint mills in 
the South. The two international unions have agreements with the Southland 
Paper Mills at Lufkin, Tex., the Bowaters Southern Paper Corp. at Calhoun, 
Tenn., and with the Coosa River Newsprint Co. at Coosa Pines, Ala. I anticipate 
no difficulty in signing agreements covering additional newsprint mills that may 
be built in the South. 

To enable the members of the committee to have accurate information about 
the wages and working conditions in the newsprint mills of our country and 
Canada, I am incorporating in this statement the complete agreement and wage 
schedule of the Great Northern Paper Co.; and the wage schedules of the follow- 
ing companies: the Gatineau and Three Rivers mills of the Canadian Interna- 
tional Paper Co. at Gatineau and Three Rivers, Quebec; the Abitibi Power & 
Paper Co., at Iroquois Falls, Ontario ; the Great Lakes Paper Co., at Fort William, 
Ontario; the Powell River Paper Co., at Powell River, British Columbia; the 
Bowaters Southern Paper Corp., at Calhoun, Tenn.; and the Coosa River News- 
print Co., at Coosa Pines, Ala. The agreements with all the other paper com- 
panies are very similar, and the wage schedules, as I have already stated, show 
a surprising uniformity considering the geographical location of the mills. 

The majority of workers in these mills work a 40-hour week. However, in 
some of the mills that have the modern, fast-running machines, the 36-hour week 
has been established in the machine rooms. I am sure that the members of this 
committee know that in pulp and paper mills production processes operate the 
full 24 hours. 

FRINGE BENEFITS 


In addition to the high hourly wage rate, the unionized workers in this industry 
have bargained with employers for fringe benefits, which include vacations with 
pay, holidays with pay, sick leave with pay, funeral leave, sick, health, accident, 
and group life insurance, and old age retirement plans. These fringe benefits 
cost the companies on the average of 40 cents an hour. When the cost of fringe 
benefits is added to the hourly rates, the base rate in all of these mills is more 
than $2 an hour. The wages range, (including fringe benefits) from a minimum 
of $2 or more an hour to more than $4 an hour. 

The skilled papermakers, who operate these great, modern, fast-running paper 
machines, are among the highest-paid craftsmen in the world. Last year we 
negotiated a 2-year agreement with a number of newsprint companies, and 
another general wage increase, averaging 10 cents or more an hour, will become 
effective upon May 1 of this year. 

It may interest the members of the committee to know that the highest average 
wage rate paid in all industries in Canada is in the pulp and paper industry. 


LABOR AGREEMENT AND WAGE SCHEDULE OF GREAT NORTHERN PAPER CO., AND WAGE 
SCHEDULES OF GATINEAU AND THREE RIVERS MILLS OF CANADIAN INTERNATIONAL 
Paper Co., ABITIBI PowER & PAPER Co., GREAT LAKES PAPER CO., PowEL. RIveR 
Paper Co., BOwATERS SOUTHERN Paper CorP., AND Coosa R1IveR NewspRint Co, 


GREAT NORTHERN PAPER CO. 1956 LABOR AGREEMENT, EFFECTIVE APRIL 30, 1956 


1st. Parties 


Great Northern Paper Co. and all organizations signing this agreement become 
parties to it. The company recognizes the unions jointly as the sole bargaining 
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agent as its two plants, located at Millinocket and East Millinocket, Maine, for 
all employees in the job classifications listed in the attached schedule. 


2d. Period 


This agreement shall be in effect from April 30, 1956, to April 30, 1957 and from 
year to year thereafter, unless either the company or the signatory unions shall 
give to all parties written notice of intention to terminate or amend the agree- 
ment at least 60 days prior to May 1, 1957, or any subsequent May 1. If such 
a written notice of intention to amend or terminate the agreement shull be given, 
and if the parties shall fail to agree on a mutually satisfactory revision or re- 
newal of the agreement, it shall terminate on the April 30 following the giving of 
such notice. 


3d, Jurisdiction 


It is agreed that the company will not be asked to act upon any questions 
regarding jurisdiction between the unions signatory to contracts with the 
company, and that any such disputes will be settled by the unions without inter- 
ference with the efficiency or continuity of plant operations. 


4th. Membership 


Employees covered by this agreement shall as a condition of employment main- 
tain membership in the proper signatory union and new employees shall become 
members thereof on or immediately after the 30th day following the beginning of 
their employment. 


5th. Collection of union dues 


Upon request by the union the company will honor and comply with authoriza- 
tions for payroll deductions of dues of members of the signatory unions if they are 
individually signed by employees. 


6th. Seniority 


The old employeee in point of mill service, when capable, shall have preference 
in layoffs or reemployment. Vacancies shall be filled in the following order 
when applicants are capable: (a) by the oldest applicant in point of depart- 
mental service; (b) by transfers; (c) by reemployment; (d@) by hiring new em- 
ployees. 


7th. Mill rules 


Rules governing mill employees, as issued by Great Northern Paper Co. under 
date of April 30, 1956, shall become a part of this agreement. 


8th. Holidays 


The following are hereby designated shutdown holiday periods : 

Fourth of July (36 hours): 8 p. m., July 8, 1956, to 8 a. m., July 5, 1956. 

Labor Day (48 hours): 8 a. m., September 2, 1956, to 8 a. m., September 4, 
1956. 

Christmas (40 hours): 4 p. m., December 24, 1956, to 8 a. m., December 26, 

$56. 

Easter (24 hours) : 8 a. m., April 21, 1957, to 8 a. m. April 22, 1957. 

No unnecessary work shall be performed during these holiday periods. All 
employees who have been in the company’s employ at least 90 days shall receive 
a sum equal to 8 hours’ straight-time pay for time not worked on July 4, 1956, 
September 3, 1956, December 25, 1956, and April 21, 1957. Time and one-half 
will be paid for work performed during the above shutdown holiday periods 
except that double time will be paid for Sunday work during such periods. 

The company reserves the right to operate all plants on all other days. For 
work performed on May 30, 1956 (Memorial Day), November 22, 1956 (Thanks- 
giving Day), and January 1, 1957 (New Year’s Day), straight time will be 
paid. In addition, all employees who have been in the company’s employ at 
least 90 days shall receive a sum equal to 8 hours straight time for each of these 
3 holidays. 


9th. Sundays 


For Sunday work (work performed between 8 a. m. Sunday and 8 a. m.,, 
Monday) double time will be paid. 


10th. Interruption of work 
There shall be no strikes or lockouts during the period of this agreement. 
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11th. Wages 


Effective April 30, 1956, rates shown on the attached schedule shall be paid. 

Tour workers working between the hours of 4 p. m. and 12 midnight shall 
receive a differential of 5 cents per hour and tour workers working between 
the hours of 12 midnight and 8 a. m. shall receive a differential of 10 cents per 
hour, These differentials shall be excluded in computing holiday pay. 


12th. Vacations 


Vacations will be granted in accordance with mill rules dated April 30, 
1956. 


13th. Pensions 


Pensions are covered by a separate pension agreement between the parties, 
effective April 15, 1956. 


14th. Insurance 


Rules covering group life insurance, hospitalization, and sickness benefits plans, 
as agreed upon between the parties, are attached hereto and made a part of 
this agreement. The company will maintain the group life insurance carried 
by an employee at the time he retires, up to the sum of $1,500. The company 
will also maintain hospitalization insurance, including surgical and nonsurgical 
benefits, as specified in such rules, on employees retired on pension, providing 
the employee is carrying hospitalization insurance at time of retirement. 


15th. Grievances or complaints 


Grievances or complaints shall be handled in the following order: 

First: Between the authorized representatives of the local union involved and 
the department foreman. 

Second: Between the authorized representative of the local union involved 
and the mill manager. 

Third: Between the officers or authorized representatives of the international 
union involved and the manager of manufacture. 

When a written decision is requested, the grievance or complaint shall be 
made in writing by the complaining parties. Grievances shall be settled as 
promptly as possible. In the first step a decision shall be made in 3 days; in 
the second step, 6 days; and in the third step a decision shall be reached within 
2 weeks. If a complaint or grievance is not satisfactorily settled by the above 
procedure, it shall be submitted to arbitration. 

For a committee of arbitration the company shall select 1 man, the union 
organization shall select 1 man, and the 2 thus selected shall choose a third 
party who shall act as chairman. This committee of arbitration will convene 
and render a decision within 15 days and said decision shall be final and binding 
upon all parties to this agreement. 

If a discharged employee claims injustice, the grievance shall be presented 
within 5 days. An employee proven by the above procedure to be unjustly 
discharged shall be reinstated and shall receive pay for lost time. 


GREAT NORTHERN PAPER CO.: RULES GOVERNING MILL EMPLOYEES, DATED 
APRIL 30, 1956 
1. Day work 
Regular working day shall be from 8 a.m. to 5 p. m., or 7 a.m. to 4 p. m., with 
noon hour out for lunch. 


2. Tour work 


Regular hours for tour workers are from 8 a.m. to 4 p. m., 4 p. m. to 12 mid- 
night, 12 midnight to 8 a.m. 


8. Schedules 


In the event that a major change is necessary in a work schedule, representa- 
tives of the affected unions shall meet with the company to work out a mutually 
satisfactory plan to take care of the change. 


4. Overtime 


Daywork overtime to be as follows: 

Time and one-half will be paid daymen for work outside regular hours and 
not less than 6 hours straight time will be allowed for dayworkers called into 
the mill at night. When a dayman is requested by the company to work tour 
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work, he shall be paid time and one-half for the first shift only on each such 
change. This provision shall not apply when a dayworker fills in or bids in on 
a regularly scheduled tour job. The proper shift differential shall be paid. 

Tour-work overtime to be as follows: Tour workers required to work over- 
time at other than tour work shall receive time and one-half for such overtime 
work. Tour workers, engaged in putting on wires at a time other than their 
regular shift, are to receive not less than 6 hours straight time for such work. 
If tour workers commence to put on a wire before their shift begins, or continue 
such work after their shift ends, they shall receive pay for the hours worked, 
plus not ness than 1 hour to cover overtime. Tour workers required to work 
overtime at tour work shall receive time and one-half for such overtime work, 
but this provision shall not apply— 

(1) To extra tours worked due to absence of an employee who has failed 
to notify the time office or foreman 2 hours or more prior to the time his 
tour goes on duty. 

(2) When such work is caused by the change of tours. 

(3) When such work is caused by special arrangement between a tour 
worker and his mate to exchange tours with the approval of his foreman. 
(Such permission will be granted only when no additional cost will be 
incurred. ) 

(4) To Sunday work and work performed on premium-paid holidays. 

In no case shall premium pay be paid on more than one basis for any particu- 
lar time worked ; there shall be no duplication or pyramiding of overtime or other 
premium pay. 


5. Starting and stopping of tour work 


When a tour begins, each tour worker is required to be in his place. At the end 
of a shift no tour worker shall leave his place to wash up and dress until his mate 
has changed his clothes and reported to take on responsibility of the position. 
If a tour worker does not intend to report at the beginning of his shift, he shall 
notify his foreman at least 2 hours before his tour begins. If a tour worker does 
not report for his regular shift, his mate shall continue at work for a period of 
2 hours, giving the foreman an opportunity to get a substitute. If it is impossible 
to secure a substitute at the end of 2 hours, the tour worker shall finish out the 
unfinished tour. When a man works an extra tour, arrangements shall be made 
to provide him with his meals. 


6. Rates for assigned jobs 


When an employee is temporarily assigned to a job paying a higher rate than 
his regular occupation, he shall receive the higher rate. An employee asked to 
temporarily take a lower rate job while his regular job is in operation shall re- 
ceive his regular rate of pay. 

7. Reporting time 

When an employee reports for his regular work and none is available he shall 
be allowed 2 hours reporting time, unless the company has made a reasonable 
effort to notify him 3 hours before his starting time. The employee if requested 
by the company shall do such work as may be available during the 2-hour period. 
No time shall be allowed in case of fire, accidents, and immediate breakdowns, 
or other causes beyond the control of the company. 


8. Paper-machine work 


Only employees classified as papermakers, assisted by clothing men and clean- 
ers, shall clothe and operate paper machines. 


9. Causes for discharge 


The causes for immediate discharge are: 
Reporting for duty under the influence of liquor. 
Bringing intoxicants into the mill. 
Smoking outside designated areas. 
Destruction or removal of company’s property. 
Refusal to comply with company’s rules. 
Reading on duty except when required. 
Giving or taking of a bribe of any nature, as an inducement to obtaining 
work, or retaining a position. 
Disobedience. 
Sleeping on duty. 
Failure to use safety appliances or observe safety rules. 
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10. Bulletin boards 


Notices shall not be posted in the mill except on the official bulletin boards. 
In each case permission of manager must be secured. 


11. Accident prevention 


Meetings: Each union shall send a representative to the monthly safety 
meetings. 

Unsafe conditions : Employees should report all unsafe conditions and practices 
to the foreman or the safety committee representative. 

Fird aid: Injured employees shall report to the first-aid room for treatment as 
soon as possible, regardless of how minor the injury may appear. 

Safeguards: Safeguards must not be removed, except by order of superintend- 
ent or foreman. If removed, they must be replaced immediately. 

Elevators: Freight elevators must not be used for passenger purposes. Stairs 
are provided for use instead. 

Clothing: Employees must not wear clothing which can readily become en- 
tangled in machinery. Clothing not in use shall be kept in lockers provided for 
that purpose. 


12. Reporting accidents 


Accidents must be reported at once by the injured employee, when possible, and 
by all witnesses, to the foreman, and by him to the superintendent’s office on 
accident report form No. 25. 


18. Fire service 


In the case of fire, all employees must assist in preventing destruction of the 
company’s property. Fire apparatus must not be removed from its place, or used, 
except in case of fire, or by the order of the management. 


14. Exclusions from bargaining unit 


Managers, superintendents, assistant superintendents, foremen, assistant fore- 
men, office force, storekeepers, assistant storekeepers, and watchmen shall not be 
part of the bargaining unit covered by the signatory unions. 


15. Vacations 


Vacations must be taken during the 12-month period beginning February 1, 
1956, and ending January 31 of the following year. This period shall be known 
as the vacation year. Vacations may not be accrued from vacation year to 
vacation year. 

An employee must be in the employ of the company on the January 31 imme- 
diately preceding the vacation year, and except as specifically provided must 
have been continuously in the service of the company for the 12-month period 
prior to February 1 of the vacation year, to be eligible for vacation benefits. 

Length of paid vacation shall be determined as follews: 

(a) An employee who was continuously employed during the payroll year 
preceding the vacation year for at least 3 months but less than 12 months shall 
be entitled to a vacation as follows: 

Continuously employed at least 3 months but less than 6 months, 2 days. 

Continuously employed at least 6 months but less than 9 months, 4 days. 

Continuously employed at least 9 months but less than 12 months, full 
week. 

(b) During the vacation year in which an employee’s second anniversary of 
continuous service occurs, he shall be entitled to a vacation of 1 week. 

(c) During the vacation year in which an employee’s third anniversary of 
continuous service occurs, and in each subsequent vacation year, he shall be 
entitled to a second week of vacation. During the vacation year in which an 
employee’s tenth anniversary of continuous service occurs, and in each subse- 
quent vacation year, he shall be entitled to a third week of vacation. During 
the vacation year, in which an employee’s 25th anniversary of continuous service 
occurs and in each subsequent vacation year, he shall be entitled to a fourth 
week of vacation. 

Unavoidable absence due to mill accident, jury duty, National Guard field 
training, or other causes which the company, upon presentation of proper proof, 
deems justifiable, shall not be considered a break in continuous service. 
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All vacation benefits of an employee cease when there is a break in the con- 
tinuity of his service, except that an employee who leaves the employ of the 
company after the first day of the vacation year, namely February 1 and before 
he has taken the vacation for which he is eligible in that year, shall be entitled to 
vacation pay. 

Except for employees entering military service, employees who are reemployed 
after a break in continuity of service have the status of new employees. Pro- 
vided he is otherwise qualified under these rules, an employee entering military 
service in any year ending January 31 will be eligible for vacation pay in the 
following vacation year, but not in subsequent vacation years until he returns to 
work. An employee returning from military service in any year ending Jan- 
uary 31 will be eligible for a vacation in the following vacation year. The 
time that an employee is engaged in military service will be credited as time 
worked in determining vacation eligibility. 

All vacation schedules will be subject to the approval of the superintendent. 
Employees will notify foreman of the time they desire for vacations, filing form 
315 in duplicate. Consideration will be given to such requests, but under no 
circumstances shall vacation periods be permitted to interfere with mill oper- 
ations. When the vacation time is definitely established, a copy of form 315 
shall be returned to each employee, who will present it at the time office for 
vacation pay. 

A week of vacation is the period of 7 days beginning Monday morning. 

Except as herein provided, employees shall take all time off to which they are 
entitled. Vacations are not transferable, and an employee cannot take pay in 
lieu of vacation except in case of emergency, when pay in lieu of time off can 
be given with the approval of the manager and with the sanction of the local 
involved. 

Vacation pay shall be determined as follows: 

(a) One week’s vacation pay shall be 2 percent of the employee’s total earnings 
in the payroll year preceding the vacation year. 

(b) The vacation pay of an employee entitled to less than 1 week of vacation 
shall be 2 percent of the employee’s total earnings in the payroll year preceding 
the vacation year. 

(c) If an employee is absent from work due to sickness, accident, emergency 
National Guard duty or jury duty, there shall be included in his total earnings 
for vacation pay purposes an amount equal to his regular straight time hourly 
rate immediately before the sickness, accident, emergency National Guard duty 
or jury duty, multiplied by 40 hours for each week of such absence. 

Payment will be made on the last regular payday prior to the employee’s vaca- 
tion period. 

The company shall make such rules for the administration of the vacation 
plan, and may make such revision in such rules as it deems necessary. The 
company’s decision shall be final in questions arising out of the administration of 
the plan or working out the vacation schedules. 


16. National Guard camp 


A regular full-time employee absent from work to attend the regular annual 
National Guard training encampment shall upon return to work be reimbursed 
for the difference between National Guard pay and his regular straight time 
hourly rate up to 40 hours per week for a maximum of 2 weeks. Absence on 
account of the above National Guard duty shall not be counted as vacation time. 
However, in consideration of this, and to minimize interference with operations, 
preference in choice of vacation time between May 1 and December 1 must be 
given to other eligible employees. 


17. Jury duty 


An employee required to be absent from work by reason of jury duty shall be 
paid the difference between the jury pay and his regular straight time hourly rate 
up to a maximum of 40 hours in any week. 


18. Death in family 

An employee shall receive up to 3 days’ pay for time lost, when a death occurs 
in his or her immediate family. Immediate family shall be defined as the em- 
ployee’s parents, husband or wife, children, brothers, sisters, mother-in-law and 
father-in-law. 
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GROUP INSURANCE PLAN, 1956 


The weekly sickness benefit section of the group insurance plan under the 
1955 agreement is revised to provide that benefits will commence with the first 
day of disability if the employee is continuously disabled for a period of 21 days. 

Employee’s weekly contributions will be as follows: 





Employee Em Joyee 
Class only and depend- 
ents 
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The group insurance plan with the above changes will be printed in full in 
the new booklet. 


HourRLty RATE SCHEDULE, MILLINOCKET AND EAST MILLINOCKET MILLS 


Paper machines 


Class Machine! Back Third |Fourth) Fifth || Class | Machine Back | Third | Fourth) Fifth 
tender | tender | hand | hand hand || tender | tender | hand | hand | hand 
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Sixth hand rate for Nos. 5 and 6 machines, East Millinocket, $2. 
East Millinocket machines: While operating in class 29, 30, or 31, East Milli- 
nocket Nos. 1 to 4 machines will be paid one class higher. 


Wrapper machine: 
Machine tender $2. 2! 
Back tender 2. 05 


Boss machine tenders: Millinocket and East Millinocket rate $0.18 per hour 
per machine above highest paid machine tender on machine supervised. 

Beater engineers: Millinocket—rate equal to highest paid third hand, plus 
$0.02 per hour for handling color. East Millinocket—rate equal to highest paid 
third hand plus $0.02 per hour for handling color and $0.02 for handling outside 
sulphite, the $0.02 per hour allowance for handling sulphite to be dropped if and 
when this duty is transferred to another department. 


Assistant beater engineer, Hast Millinocket . 99 
Clothing crew: 

Head clothing man—rate equal to highest paid third hand. 

Clothing man ; .10 
Hydraulic: 

Rack man 

Filter man 
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Wood handling: 


SE NOR St toe os bo es eae, lei ek 
WROG RR itis ii onion bho ensue lewis 
Electric hoist operator—3 drives__......._____._-________ 
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Shovel and crane operator (mill 2) _.--___-___-___________ 
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Wood room: 
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Grinder: 


Hardwood grinder man (mill 1)... ~~... -___-___ 
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G. W. screen: 
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Acid plant: 
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Digester : 
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Sulfur press : 
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Beater : 
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Finishing : 
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1 Mill 1, Millinocket mill ; mill 2, East Millinocket mill. 
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NotTe.—When diesels are running, the Dolby station operators shall be paid a rate of 
$2.72 per hour. The Dolby station operator helpers shall receive a rate of $2.26 per hour 
on any shift on which a diesel man is not working. 
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Cutter and rewinder : 

Head cutter man 

Cutter man 

Ce. OE isis in ie Sin Soins dae paisa Di RUN ot cia eaalceeel 

Sheet finisher 

Sheet finisher helper 

Wrapper heads 

Rewinder man 

Rewinder helper 

Press cutter man 

Rewinder.man wrapper (mill 1) 
Core: 

Head core man 


frm fk pak IND fae peak et ek fen et 
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Core handler 
Core distributor (mill 1) 
Core maker (mill 1) 
Core truck operator 
Paper loading : 
Head loader 
Loader—power truck 
Stower 
Stower helper 
Car inspector 
Loader-power truck-wrapper (mill 1) 
Stock handling: 
Shredder 
G. W. handler 
Sulfur handler 
Hydrapulper man (mill 2) 
Sulfite trucker (mill 2) 
Cleaner : 
Paper machine cleaner 
General room cleaner (mill 1) 
Mill cleaner 
First-aid orderly (mill 1) 
Engine room cleaner (mill 1) 
Yard: 
Head yardman 
Bulldozer operator 
Reecrenery HENGIO! 6... cok ak nceeknk cus ee deena 
Chauffeur 
Laborer 
Tractor operator 
on Seco iinstdlleteitectnnssinierca tot atpakaseee 
Chauffeur—ash drag (mill 1) 
Chauffeur—faintail 
Chauffeur—heavy duty 
Yard leadman (mill 1) 
Fork truck operator * 
Shovel operator (mill 1) 
Sulfur unloader (mili 1) 
Snowplow operator 
Wood piling: 
Head wood piler (mill 1) 
Wood piler 
maecerse BOISt- Operator—2 GFIVGR. os oc lo nk eae aees 
Pulp piling: 
Head pulp piler_. 
Pulp piler 
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2Ford truck operator rate to be increased $0.06 per hour when unloading sulbur. 


89794—57——_12 








174 NEWSPRINT INQUIRY 


Coal piling : 
i aah an wines aoctleceg ies ua aanib csehal masa pines eet $1. 
Electric hoist operator—2 drives (mill 1)_-_-__----__-________-__ a 
Hardwood pretreatment : 
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° Maintenance: 
Head mechanics: 
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STANDARD PayRoLL RATES, CANADIAN INTERNATIONAL PAPER Co., THREE RIVERS 
AND GATINEAU MILLS 


Occupational rates hereunder are effective May 1, 1956, to April 30, 1957. Be- 
ginning May 1, 1957, these rates will be increased 5 percent. 


























Three Rivers rates Gatineau rates 
Occupation a 
Day Tour Tour 
Wood handling: 
Head wood handler. .-.--..-------- $1. 75-$1.80 | $1. 75-$1.80 | $1. 75-$1. 85 $1. 75-$1. 85 
Wood handler. vr 1. 65 1. 66 1. 65 1. 66 
Counter and species checker-_---- - - 1. 68 1.70 1. 68 1. 70 
Sele... <o42-% : cb glenn 1.73 1.73 1.73 1.73 
Sawyer sora Sen a 1. 72 1.72 1. 72 1.73 
Sawyer helper Srecetncad i 1. 65 1. 66 ae 
Saw filer. -- Sera : a 1. 80-1. 93 ‘ 1. 84-1. 93 re 
Oiler “4 ; a. ? 1.77 1.77 1.77 1.77 
Drag operator =e ‘ 1.7 1.74 1.73 1. 74 
Crane operator ! Lacinien tweaker 2. 04 2. 04 2. 04 2. 04 
Crane operator helper-------..--.------ 1. 68 SUE Soeccokns ns anee scene 
Motorman (yard). 1. 91 1.91 1.91 1.91 
Wood firemen ees 2.01 
Wood firemen helper ~~ ante ae 1. 76 
Waterboy -- . . ane 1, 49 1. 49 1. 50 
Motorboat operator - Brel 1. 84 ane a osenae eS 
Laborer (bark press) - - - come 1. 65 1. 66 
Cleaning and preparing: 
Wood handler__._- sisi : 1. 65 1. 66 1. 65 1. 66 
Conveyor man___ 1. 65 3 ee . 
Barkerman__._._- 1. 65 1. 66 
Splitter man... a 1. 65 1. 66 “ 
Oiler... i z s 1.77 1.77 
Chips: 
Head chipper man_ 1. 80 1. 80 1. 80 1. 80 
Chipper man_____---- aaivien : 1. 65 1. 66 1. 65 1. 66 
Chip-bin man____- 1. 65 1. 66 1. 65 1. 66 
Wood handler__.. 1. 65 1. 66 1. 65 1. 66 
Motortruck operator - 1. 84 | -- aaa 1. 73-1. 84 
‘Teamster (horse and driver) _.-- (?) (?) 
Knife grinder___- . - Spa ian. -s Z 
Autotruck hire. eae (2) (2) 
Unloader (chemical tank car) - .-- ia seis 1. 82 1. 82 
Grinders: | 
Grinder man___- b ; ; 1.82 ; 1. 82 
Magazine loader. - - - L@ 1... Lhe’ 1. 66 
Waste handler. -- 1. 65 1: 66 1. 65 1. 66 
Oiler, ground wood_._.- : 1.89 1. 89 1. 89 1. 89 
Head grinder man___- 1. 97 : 1. 97 
(4round-wood screens and deckers: 
Screenman.___- 4 1. 80 ; 1. 85 
Decker man___. : | ; 1.70 Satis 
Acid plant: 
Acidmaker- ; ee | 2.13 2. 06 
Tower man. _-_._-- | 1. 65 1. 66 1. 65 
Sulfur man__- 1.73 1.73 1.73 1.73 
Acidmaker (P for B) 3___- Son ene : 2.17 
Digesters: 
Cook 4___ | 2. 28 2.19 
Cook, Ist helper 1.94 1.89 
Cook, 2d helper- 1.80 1.74 
Blow-pit man | 1.72 1.72 
Cook (P for B)*5 ; | 2. 35 
Assistant cook (P for B)é ; 2.03 
Cook, Ist helper (P for B) 1. 96 
Cook, 2d helper (P for B) _- 1. 82 
Cook, 3d helper (P for B), bottom floor 1.77 
Cook, 3d helper (P for B), top floor | | 1.74 
Cook, 3d helper. | 1.73 1.73 
Sulphite screens: | 
Head screenman | 1.91 1.91 
Screenman | 1.77 | 1.77 





1 Crane operator, Three Rivers and Gatineau: The mill manager may add 4 cents per hour to the estab- 
lished rate where the operator is assigned to and capable of making running repairs on his machine. 

2 Local rates. 

3 Acidmaker (P for B), Gatineau: During periods when the plant is operating on ammonia and calcium 
base systems simultaneously the rate will increase from $2.17 to $2.21. 

4 Sulfite cook, Three Rivers and Gatineau: The mill manager may add 10 cents per hour to the rate for 
sulfite cook when there is no sulfite foreman or mill foreman or superintendent on shift and the sulfite cook 
is functioning in a supervisory capacity. 

5 Cook (P for B), Gatineau: During periods when the plant is operating on ammonia and calcium base 
systems simultaneously the rate will increase from $2.35 to $2.41. 

6 Assistant cook (P for B), Gatineau: During periods when the plant is operating on ammonia and calcium 
base systems simultaneously the rate will increase from $2.03 to $2.06. 








176 


STANDARD PAYROLL RATES, CANADIAN INTERNATIONAL PAPER Co., THREE RIVERS 
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AND GATINEAU Mitts—Continued 




























Three Rivers rates Gatineau rates 
Occupation eo OC 
Day Tour Day Tour 
Screen room and recovery operator (P for B)--|..------------]}- . ase, $2. 08 
ey en rene peer ieee appease ea sine . 1.79 
| RO Th ee ae ee eee oe eats ot. ote lott ce coaasau eke 
ak nk B wecccerns wenn ie Gameenensnee- 1.79 
Waellermen, lignor, recovery helper......--|. ..........-.-|---.----..-:--]----..---.- ; 1. 73 
Sulphite presses: Pressman __------------------ 1.70 We We cn net Reka te cars 
Beaters: 
SONGS TNINOP LL... oe dp ck des~..-00>f~. aa aia conan oes sail 
vith intuegd anne hen emit aduciae Oxgi bine denn <aien ve 1.70 1.70 
a icine cane niece ani aki ie alee om 6c mapas ee a canis dors Oars wy 
ET I so 5 oscn cess pesnp soso oop aes 1. 65 ee eee tee 1. 66 
OI in cinns hag apensnnn- aap site (’) (7) (7) (’) 
Trimbey mixer operator (Gatineau: =e 
as cabs Bak awen san ins nance anbon 1. 74 
Risiiditiapteabse..__ Late ee iSso Soo 1. 74 |- a a 
Trimbey mixer operator____---------------- aoe “- : 1. 80 
Trimbey mixer operator, ‘‘A”’ mill_.-..-... |__-.-.-_-----. 1. 88 |- os ice sata 
Wrapper machines: 
bo onary SE i bvndeieomet<. cits cot Me tee 2 vee 2. 22 |- ae 
Neen ee eee es a Mana Ioumindienenabianee 1. 97 |- 
on i ae Ee ac accatnied misine thie Ve esinms mm inege ia DU Sn 2 one eae - 7 
Finishing ( (news): 
Nia cc eatdekens a oilbbics ign h. cians kaeducyefascosmnesuuues $1. 90 1. 92 
ES Bie Choke ikea hence 1.68 1.72 1. 68 1% 
ek Bad eernesh Ataciidm ak ko aah didi 1.75 1.79 1.75 1.79 
CR irae clencukanccnennandoor ah SW 1.81 eee 1.81 
I cacn sth chbihanenns casaduadps 1. 65-1. 68 1. 67-1. 72 1. 75-1. 80 1. 79-1. 84 
Cutterman BONN cee Be a aaa 1. 68 1.72 
i Cen daa sevcen dde 1. 93 1.94 1.93 1.94 
Rewinder man, helper_- 1. 65 1. 66 1. 65 1. 64 
eka bo ae hatadsoctupaay bcckdccccnuned Ponaberssncuce 1. 68-1. 7. 1. 72-1. 77 
Head core preparer I Ek tnn and n en cam eimainaaladmiederenl ; 
Core checker-.. - - - PI Recs asi win daie DU resented 
pina neehckteribonandanbeos BE Snndkebdncsenes: Ty Witches saikedkcem 
bo Ee BIO Twinn ssa cans ccos RE Petras os easa 5a 
Roll finishing machine operator --.---_------|-...---------- Fost Mitaoiies kinvehaemenas 1. 74 
Rewinding and finishing (counter rolls). .--|..-.----------|-------------- 1. 68 1.72 
Nee TTT cl ih on amncsieweeco= ee a ae anes anes mek a 
Indoor miscellaneous: 
GES oa RES F< 1. 75-1. 83 1. 75-1. 83 |--- retake bandmate 
NE ie nk nG cn neennhitibe ieeckkneweak ine PE Ect aowoussinsate i lasensensrs 
neo b lead ME a naaewnacenen 1.77 1.77 py ive 
tit ntiniinnecaeikekw hub thdine Ys os sccnemaene Rt inka baewscenmehtamonedt wearers’ 
DS cid nina ili op ucwnncccepecn 1. 65 Pe naan saa e eminence 
Titi iin een add ckmesansnodh bate 1. 65 |--- awe DO iicicenaen caine 
oot. ccceamaepecs 1. 65 1. 66 1. 65 1.66 
Cleaner, groundwood mill__.........-.----- Be Minechdavenawas 1. 65 1. 66 
OMamer Geneeemtin......~.........-.---<-- i a sae cenrtacae na 1.65 1. 66 
es DIC MININL.. x owakstcbansnccence din EE sus anhon 1. 65 1. 66 
Cleaner, wrapper machines.._..-.-..-..-...-- BE Ba arcu hs co cs tee ae oa nba a cen antes : 
ile ba sacrancnadvints Lows ackien au dees bral Makianaia Limanecns ieeiewn 1.89 
Filter-mamy-lst-helper..........-.-.-..-..--|----- cpp acien cctenngeitaswtaennauéd 1. 78 
en tee cnc dacauh id akdebcirnebhenlesiahenancedos ncaa cupugiesl 1.72 
ecto air ae Sacawinmencas fos soe eeeaeton telah kentienes 1. 84 1. 84 
Shipping (pep (paper or ya: 
Aen oink. nciss hatin nih binieceu ides os 1.92 1.92 1.92 1.92 
eo Mittens a piace bamcwen oonbia rd 1.67 1.72 1.67 1.72 
MI eS vata Coden ttle mee woonenccdncue 1.79 1. 83 1.79 1.83 
Truck operator (inside mechanical). -____-- 1.77 1.80 { ee } 1.80 
ee irene ata cca x nabiscmn 1. 65 1. 66 1.65 1.66 
al aaaleelil TG Raa e Teal 7 haan S ocean bas pee 
Warehouse: 
Nl a hE ok wtinkinwnmannn 1. 
Head warehouseman..---.-.....-_...-.-.--- ; 
actin nacocenckuanne 5 
Crane operator (overhead) _____._._-...---- 1. 
PN is ili ade Sabb wii bs Kain dwkie 2 
ee Lassahine . 
Checker : 
Waterboy 1. 
Timekeeper lL. ‘ 
sn es heb meas 1. oi 


7 Highest 3d hand rate. 
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STANDARD PAYROLL Rates, CANADIAN INTERNATIONAL PAPER Co., THREE RIVERS 
AND GATINEAU Mirtits—Continued 


Three Rivers rates Gatineau rates 


Occupation 





Day Tour Day Tour 


SUN OR i acuwieesaeSiessaenne 


Laborer. .-...--.. Bt iene 
pS ee Se Sere a 


pO ee Ps eee on 


Outdoor miscellaneous:§ { $ 


3S 
== 
i 
“_ 
nn 


bt tt fet fests 
] 
a 
i 


Electric-truck operator. __--- 


GE 
— 
FINS FJ ASxs 


Motortruck operator ®__. 


Bulldozer operator. ----- 
Crane operator !0______ 
Crane operator helper i ; = iv‘ncscncinieecun siete dee ane 
Crane fireman... shen sii aiaidhs Sih npipcnisanla lege ale ‘ 1 Sb +biscsssesd~~-- 
Single horse and driver -__ ; (2) 

Double team and driver ats Be ®) 

Auto truck hire _- “ iano : (?) 
Waste fireman __- s | 

Wastehandler__ 

Skip-hoist operator _- ; od or a ‘ Suita bheahbos-= 
Ashpit-hoist operator-.. . = | sateen 1.85 1.85 


hoe ee 
see & 

tN 

S 

— 

te 

z 

tw 

= 


pre 
i SS 


Powerplant, steam: 
Head operator___- 
Turbine operator, paper machine. _- 
Head fireman -__-_- wats 
Fireman ‘‘A’’__ 
Fireman ‘‘B’’_____- 
Bark fireman___- 
Fireman helper_. -- 
Turbine oiler__- 
Coal hoist_____- 
Boiler cleaner. . 
Ash handler.__. 

. Coal handler__. 
Laborer... -.--- 


Heating inspector ‘‘A’”’ 


Heating inspector ‘‘B’’_ | 
Fuel oil attendant-..- 
Head coal handler___- | 
Coal-drag operator. ..__-- 
Electric-boiler operator _.-- 
Head bark handler. iw | 
Fireman (Masonite boiler) - 
Powerplant, electric: | 
er ’ “ siesta 
Electric operator (paper) ----.-- sles scarinabiliecka 


tbo 
— 
aon 


to 
'o: 
& 


' 

i 

oo 

Ne: 
\ 

‘ 

' 

~ 





ee 
=I 
' 
' 
— 
es 
ia 
on 3s 


3! 


Seo 
oe 
‘ 
' 


i ' 
‘ © 
4 


S 

ao 
ie hoe 
One 
eS 

' 

‘ 

' 

' 





Primary station operator. ; 
Electric operator (ground wood) ---- 
Shift electrician !'__ 4 
Coa) preparing: 
hates ao a =4 ae 
Scraper man_-..- saialerl ita 


Dump man. 
Coal handler 
Core machines: 
Tne nanadnendin 
Coremaker a ie es aoa 
Coremaker helper ---------- 
Core finisher __._._---- 
Ee See 
Townsite: 
SS ae a ee | ee oe 6 
ES ee ee Po oesncseieae an P centtts ean aoe ae 1. 66-1. 74 |...--.-------- 
Double team___......---- Bote Ene Ea Fa ee ee (@) wo pretreat 
TO 2 Racine cna Rana mancents LFF Juacscsnsnneuss 


oe 
a 
' 
' 
7 
' 
' 
' 
' 
' 
\ 
‘ 
' 


et et et et 
~ 
nN 
pe pep er 
BSuues 


‘ A premium of 5 cents per hour will be paid to the employees engaged in the handling of dry sulfur in the 
hold of any vessel or any railway car. 

* Motortruck operator: The mill manager may add 5 cents per hour to the established rates where the 
driver makes ordinary and minor repairs to the truck operated. 5 

10 Crane operator: The mill manager may add 4 cents per hour to the established rates where the operator 
is assigned to and capable of making running repairs on his machine. ze 

il Shift electrician, Gatineau: Only employees who meet the requirements of electrician class A are to 
be assigned to this occupation. 
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STANDARD PAYROLL RATES, CANADIAN INTERNATIONAL PAPER CO., THREE RIVERS 
AND GATINEAU MiLtts—Continued 











Three Rivers rates Gatineau rates 
Occupation oe 
Day Tour Day Tour 
Newsprint, technical: 
$2. 48 $2. 48 
2.06 2.06 
1.95 1,95 
1.89 1.89 
1.84 1. 84 
1.74 1.74 
Pulp tester, 1, 84 1. 84 
Pap tener, sroumawooe. ............. 5.2.2]... ge. 1.79 1.79. 
EE NO os So ccc ese de pas binicsesenedenes 1,79 1,79 
Paper quality tester............-....---...- 1.74 1.74 1.74 
er eda gay peconsmukdauae 1.74 1.74 
Bleached pulp ee 
IA Sees URW ociide dra de Eiiannwaenawithelonvaveroueunucluasccdnccckone 2.38 
ee der sve wide ines iwenvwadedslsunbawtvedcnciicskseaouganse 2.10 
his acdc cab discn [edabtacnndendsfoscwsncece tewhisvecusacacace 1.89 
Bleached pulp, blending and finishing: 
NN oi tO SEE ocd ds adulgebansannsedutowcvucssvcauwe}sadeacabscceda 1.77 
tg 62S d cnnwancadeche MuwNUNCCwd ed Mae vuwebecveweuloccccenasaocae 1,74 
NEN ree iOS EELECL COs ec nk can csdeekafeunaiuwscddasdpancanendiscnaefecsccctunnane- 1, 72 
SE 6 cin ctcebiincnamesedoins awanwecsedaecgelavenwesdeceuGwlasssnenceennas 1. 66 
Bleachery: 
a Rae he eideb epi aasIeawktbanmebadelosnscascaonaus 2.19 
ist helper —— Re ccncchdcdad ieetuicdiibets dnadkteetecnagetsncescctincade 1.91 
IN the 2th sn Ca canniudn ts ceweswkuiesedleccudereescoas|occbduendocee 1.93 
i ie, Se rclvanndebulbn bnewawcsnedscdt ncecsasubanees|oncecccceicwn. 1,83 
ices ca Cll scenes dened mus cebebngirdlnavehasabbasbobssccoerdidienn 1.85 
ET SERGE S ah oben aS riapup kt Wace hanes bictetnewudasdluewndeconbcoun 1. 65 1. 66 
Re cc ahtce dad eseneentnadelpeeunuestonnses. Leassqubtene 1.84 
Bleached pulp. technical: 
ee ne NN OR oo cecened ian vancentndsanstscannensacunse 2. 06 2.06 
et De has nkanae dbae > Peeeeceeeecenefaicesnetnavabe 2.01 2.01 
Pulp tester: 
aS aie buh namcWetinskwueinsd > Eaees nasa be inlicceutinensenis 1.77 1.77 
Ns 2s. aisn ob icinchcheee ited tunanwbaeden dl barobeborebens 1.85 1.85 
AY FS ee el aS eee 1.77 1.77 
SS SESS 8! 2 RS RE EE ee See 1.77 1.77 
EE oe erie ee kek Ee Odie cen istipeibcawswenebnes elukwewbucsneebe 377 1.77 
Ora nce ahs beathanaginepadnenweiniiveeussebeeanenen 1,87 1,87 
en i tench a chanaananeiiine beeccnebkapetdlancnsaeabe sii or 1.77 
eee Eee Kea ilcnkouLbackbawa 1.77 1.77 
i a a cubis divubbhastlabebalvabu susbesaie 1. 65 1, 66 
Laboratory helper: 
TR NS Se ad a cab aie beNORASEE vel cncescweanemns 2. 06 2.06 
SMEs a iio ec ea ese bea a kaccente iden Dbanencnwawce’ a 1,95 1.95 
Td os ws obs on Ei bixie puntwihenin 1.89 1,89 
ER wrt oe te AM ee Me ccbabki edu babtauveccteed 1,84 1,84 
SN ee 8 eo helene henunsbehninitaciweuacewewst 1. 74 1.74 
Research, ical: 
NN 8 os A een pacibwenfasanmnwscdee! 2.18 2.18 
RE BR ne oc camcce we buss eines one ann eidepeesfewnsewescse <i 2.06 2. 06 
- eee ee eee 1.95 1.95 
TN) = SoS ccesceesusce ines bpancnndesondebfawtassecsaccne 1.89 1,89 
SN BD oes cc caccecucsuh Bb cansewsvawwucfascasnsessnces 1. 84 1.84 
RN no ccigs cn caw anceep dae essa cnnesewslecsnacsaccesen 1.74 1.74 
Office production: 
Bas sca dceneh dee WE Banpcnccaihclstnesas ddeneuclnbeeraees 
Assistant fire inspector. -__...-....-..--~-- DW Revennkecnuasesfesacc reueeed bo bieadebatciess 
Department clerk: 
NN hd6o a iccndendbescneccscpaes BP finenssqcannése De te ate as , 
sos csyoeckpn he bocmenense cid SP ten senssnces tas 1.79 1.79 
NN Eloi coos chemo seecupene OG bo nnaundeteren 1.84 1,84 
Department Ist clerk: 
A, Statistical and cost control '5_____._- a 1,91 1.91 
os 5. cotnus bcancadeesena 6 aa 1.91 1.91 
Oeeed Palp. oo) 222222. cecccu 1 paencededeaeidl ae cctelceatuinsletie 1.91 1.91 


12 Control checker (shipping), Gatineau: The mill manager may add 12 cents per hour to the established 
= oo _ employee in the above occupation is replacing the shipping chemist continuously for periods 
oO urs or longer. 

13 Departmental clerk A, beginner: The established rate is to apply to all inexperienced beginning depart- 
mental clerical employees for a period not exceeding 6 months. At the end of not more than 6 months as a 

clerk, the employee will be advanced to the apropriate rate for the clerical job to which he is 
assigned or, if not satisfactory will be transferred to another occupation, or released if no other occupation is 
open. 
14 Departmental clerk C, senior: The mill manager may add 12 cents per hour to the established rates 
when the employee in the above occupation is replacing the finishing (order clerk), continuously for periods 
of 8 hours or more. 

16 Departmental Ist clerk A, statistical and cost control, Gatineau: The mill manager may add 12 cents per 
hour to the established rate when the employee in the above occupation is replacing the assistant head 
statistical and control clerk, continuously for periods of 8 hours or more. 

6 De ment first clerk b, planning, Three Rivers: The mill manager ae add 12 cents per hour to the 
established rates when the employee in the above occupation is replacing the head planning clerk, continu- 
ously for periods of 8 hours or more. 
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STANDARD PAYROLL RATES, CANADIAN INTERNATIONAL PAPER Co., THREE RIVERS 
AND GATINEAU Mitits—Continued 


Thrée Rivers rates Gatineau rates 
Occupation Bee des 30 


Day 


Mill photographer 

Kamyr machine: 
Kamyr machine operator 
Weigher and checker 
Pressman 


Meant GNU OOUNINON Sooo co nace co ale be nonece sous ; 
ae cwansncnwnuan nada $1. 65 
Paper machines; !7 
Pg ree a | (18) 
SI oe eco ae (18) 
SE as a noch wen scacensacwin ate (18) 
No oilg cha coat hace om toe (18) 
Fourtn hand............... 
BD es es al nen tebe (38) 


Head clothing man (A & B Mills)________- (19) 
Clothing man 20______ ie aencetien a 


Clothing man helper *!____._............_. 


SE ee OE neds 
Repairs: 


Head machinist indian ua nine we snlaekea nae { 





Head pipefitter____.-..____- 
Head electrician .. 
Head millwright 


po eee enema, bh.) 542 (22) (22) (22) (22) 
Mechanic.___. seni eek (22) (22) (22) (22) 
Mechanic helper. -_-- ; ard (22) (2) (#) (2) 


&SeSe 


; 
. 
: 
V—"“— 
NRNWNNNN 
—_ 
SeSsesge 
NN) NNW 


ce 
a~ 


2.01 
Mason or bricklayer 3________- ated tl 2.17 
2. 28 


£852 


Roll grinder: | 
Ist class_- bik seed oueda skewed 2. 42 
ID eth ct Si os. coeds ida taxa Gree 2: 
etn pene ened es caeet 2.1 
S 1 


: 

: 

: 

; 
NN NNN 


Laborer... _- + palin a aackaga ce aes , 
i SRE Rs PR ee BP SI 1s. a. Se 








SOlaiiel... 


17 (a) Three Rivers: The machine crews engaged on production of ground-wood specialty =~ shall be 
paid 1 class above speed rate at which the machine is operating for each calendar stack employed. 

(b) In addition to the rates established under (a) above, back tenders will be paid on additional 2 classes 
when employed on a machine equipped with 2 calendar stacks and when the machine speed exceeds 1,100 
feet per minute, 

18 See pt. 6 attached hereto. 

19 Highest third hand rate. See pt. 6 attached hereto. 

20 Clothing man, Gatineau: During Sunday or mill holiday shutdowns when the clothing crew has been 
augmented so as to necessitate increased supervisory responsibility on the part of the clothing man under the 
general direction of the head clothing man for installation of wires or felts or both the mill manager may 
authorize a premium rate of 10 cents per hour for such clothing man in addition to his regular hourly rate. 

21 Clothing man helper, Gatineau and Three Rivers. The lower rate will apply during the first year of 
service as a clothing man helper. If work is satisfactory a clothing man helper will be promoted to the 
second rate at the end of the first year of service. If work continues to be satisfactory a clothing man helper 
will be promoted to the top rate after 2 additional years of service. 

22 See pt. 3, par. 3, attached hereto. 

23 Mason or bricklayer, Gatineau: Local rates will be paid when hicing temporary help for masonry or 
bricklaying work. 
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STANDARD PAYROLL RATES, CANADIAN INTERNATIONAL PAPER CO., THREE RIVERS 
AND GATINEAU Mitits—Continued 























t Three Rivers rates | Gatineau rates 
Occupation viva he 5 ES Ae Ie oe 
Day Tour Day Tour 
Boat loading and unloading: 

aed eh oa ee. -see see os 

EE DO nenwndoned 1.81 

Head dunnageman ___-_-_-.._.-....---.- ‘ 1. 96 ios ae 

ek couenndscee 1. 81 

Winch operator -.--_-.--..-.-.--.- niveuvaoton 1.81 

a Spe a oa ; 1. 81 

EE BO oe os ocean 1. 81 

Checker. ehicasee. 1.81 | 

eee Geer ss. 2c... ...- : 1. 86 | 

CRO ae oo see 1.49 | 

Coal tower operator -_-__-- 1. 83-2. 29 

Head coal handler __- 1. 82 | 

ll "a ee 1.74 

ee 1.74 | | | 

Head wood handler _-_-_-_-_---_-- 1. 84 

RENN a circd ni ccdwcand 1.74 | | 

Whirlie operator __.___.-- aan 2. 04 | 

Hatch and signal man... -- 1.74 | -| 

Conveyor man, coal..._............-.-.-.-- 1.65 } | 

I Mo ln el an endegen 1.81 | 

ES inianeghbiscncctecetabenne 1.75 

i cl ia omnncre need 1.65 

POD MOOG SoS oSibie ccc cccedsccadensd BOO heace F324 a 

CO SE eee eS : —— - 1. 96 1.96 





Three Rivers: Piecework, wood boat unloading 


65 cents per cord if boat is unloaded in 16 hours. 

66 cents per cord if boat is unloaded in 15 hours. 

67 cents per cord if boat is unloaded in 14 hours. 

68 cents per cord if boat is unloaded in 13 hours. 

69 cents per cord if boat is unloaded in 12 hours. 

71 cents per cord if boat is unloaded in 11 hours. 

73 cents per cord if boat is unloaded in 10 hours. 

Rate for unloading river-driven wood from schooners 54 cents per cord and a 
rate of 48 cents per cord for unloading dry wood from schooners. 

Wood scow unloading, rate for unloading wood scows 23 cents per cord. 

A premium of 5 cents per hour will be paid to employees engaged in handling 
dry sulfur in the hold of a vessel or any railway car. 

Waiting time: If a man is called in and no work is available, a minimum of 
2 hours’ waiting time at the rate of $1.67 per hour will be paid. 
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AsitTint Power & Paper Co., Lrp., Iroquois Faris Diviston—Wace ScHEDULE, 
DEPARTMENT AND OCCUPATION Paper Miit (40-Hour Rate) 


When the highest paid machine tender’s rate has been determined, 18 cents per 
hour per machine supervised shall be added to determine the boss machine tender’s 
rate. 





40-hour rate 


May 1, 1956 | May 1, 1957 


Boss machine tender: 
Old mill 
New mill_____- midis 
—, No. 1 (speed, “1,085 feet per ‘minute; class, 26; breast roll, 205% 
inc 
Machine tender 
Back tender--___ 


a8 
rs 


R28 


~ 
—_ 


pope ge ge 
s 


oe 
nN 


Machine No. 2 (speed, “1,075 feet per minute; class, 24; breast roll, 18754 
inches): 

Machine tender-.---.-....-...------ 

Back tender---._-- 

TAO boo cennie 

Ese, os on sitisisnis aan sited 

a ee 

6th hand__-_- 
Machine No. 3 nde "1,040 feet | per minute; class, 21; breast roll, 160 inches): 

Machine tender 

Back tender_- 

3d hand _-- 


5th hand _- 

6th hand _- ee ee eee 
Machine No. 4 Gi ‘I ,030 feet per minute; class, , 21; breast roll, 160 inches): 

Machine tender + = 

; 4” Se Se Coie 


et et BOND OO 
rr nNNwh oe 


p= b= bs PO PO PO 
i 


Machine No. 5 (s meeed, ij 200 feet per minute; class, 24; breast roll, 160 # inches): 
Machine tender a 
Back tender 
re oan onccun 
4th hand____-- 
5th hand te 
6th hand ‘ 

Machine No. 6 (speed, 1, 260, per minute; class 32; breast roll, 23634 inches): 
Machine tender 
oo ree ee ee eAthena reas 


tr BO BO OO 
rrrppyee 


20 
94 
51 
08. 
97 
81 
. 09 
. 82 
. 42 
. 05 
. 94 
. 80 
2 3. 09 
2 2. 82 
2. 2. 42 
1 2.05 
1 1.94 
1 1.80 
20 
94 
51 
08 
97 
81 
. 50 
. 22 
72 
.18 
. 06 
. 85 


Prnsnwec 
bo bo bo & Go 


Machine No. 7 (speed 1, 1,260 per minute; class 32; breast roll, 23634 inches) : 
Machine tenc 
Back tender 
3d hand 
4th hand 
5th hand 
6th hand 
Wrapper machine: 
achine tender 
Back tender 


t=? y=" DEO fe $0 
Mr PN ww 


pb = BO BO DO 
mr pono no 


Miscellaneous, paper mill: 
Beater engineer 


Rewinder’s helper-. 


Oiler, No. 3 and No. as 

Oiler, new mill. 

Oiler, basement (old mill) - 

Cleaners and swipers, upstairs__-_..-- stati ates tls it ck ebaboa il Aha troomes acaba aa hale 
Cleaners and swipers, downstairs 

Clothing men, new mill 

Clothing men, old mill 


NNR NNNNE hh 
Port Bo BOBO bo BO So 
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ABITIBI PoweR & Paper Co., Lrp., Iroquois FaLts DivisloN—-WAGE SCHEDULE, 


Mixing room: 


DEPARTMENT AND OCCUPATION Paper Miu (40-Hour RatTe)—Continued 






Foreman, blockpile 
Assistant foreman and knife changer 


ROI GENIE ccc ice bid odaee akan ens~tine~sain=pehien bus ~4ee- sands 
ns a a eivnawemnesnancadiuendcte 3 
i ale ashi Klas sip omen ee ee 
a a aia ain So Re alae Rss sie 
ee Da eR et naciahitebbnbeanintin dma come dela 
Hog chipper-- Sienias pislaia einer soniceriaiack ects aie i Bk tala Add 
I OS oe sims ARAN AERA mE 
- ori nae ahaa a mauniie minced kA Goa haces 
De matte witcncabcditiein tlie ube «> — pigben tehianés«tea~ sand 
Biockpile man... ht iahiee anbitain Giles anid aidcm obi cuenta deta 
Piling wood. .....__- 
4-foot cars, unloading_- 
16-foot cars, unloading _- oe eal a at a! ---| 
OIE isis eure win meernisvsnwaie os ice Nee mcscaa apa<eh 
I a ane ae ape aka ca + 
fe citentecdithRiniin itso sthipatadeetoiad ae * 





Grinder room: 


a eae eee nea ea cote | 
Grinderman ees ee a oe ee | 


NE a eS ai. de Sd tom aaeiua dene ich telcadenon eee 
Cleaner. si 
a wrath cc cae oman abreii aie gaint ie he dese 
kn re ad at ee ieee ciel wnceeeans 
ocaee and filters...._____.____- 


Sulfite mill 


RR epee III aI at lis ge a : 
Stockrunners_--.-........-- 5, ELE aha le. Adbca woke bs 
I A ci dis silks bndauin apm nade dus osnjaas® 
I ectmnsiementn 
Sy Ea ae" Pe hee Sader ee ae Tach e alate senate 
inh oe cc ewe eee kas bhas £ Jace oe onisk 
Lime rock handlers----_--_----- bssatatepietnanihe 

i i idan dianesie diene matin 
Blowpit and chip conveyor-_-____- . 
Deckers and screenman.----__- , mys 
TESS aerial Sealer, Seeger 


a OA, Sie ck dednGhbsadndbdnde casevéctavevdbessvas | 
RS 2 ore ol lek mamumnetncdinpedh iin dwddicthic atawd 





No. 1 broke beater 


Color and alum man 


Wrapper beaters (head) 


Wrapper beaters___...-- 


Finishing room: 





A ELT a nb crisis bien ptasbelin ream maine Mei niabenailenh iar 
hE ao sce baa ein eee Raateine on hat 
ne a a Ren adanonaesamenenas 
Electric trucker - - 
Finisher _.......-. 





Core-machine operator 
i a a ae ea a comalreniioeirknbaaneiiiemaen 
Og eC | a 
I .2 2c a aenninnemapnenncseneusy sown 
I de nn mond mama S ee iaeenee ee etre kine 
SN OT racic concen knictn wren charm ioe 08 2 
ee eo a a igeaneemae nen naadanebakenes ki 
I A onan ce bauieiempine maneiceenennenans 
a , Scastodeeedddud sep eiadbenshad aie ane 
ike CE abide cada nisin skubiakasneninainepamenas unm hi 
oo, Lon cnunowendtcebedsauseksseusbeckboue 
Paper inspector 3, 4, 5~Weigher 
Printer (Miehle press) ainaidcace pin bipena ne 








nn. {2.00 oc saunbadisahen i hawneaesasanannwawy 
See footnote at end of table. 
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ABITIBI Power & Paper Co., Lrp., Iroquois Fatts DivistoN—WaGe SCHEDULE, 
DEPARTMENT AND OCCUPATION PAPER MILL (40-Hour Rate)—Continued 


40-hour rate 


May 1, 1956 | May 1, 1957 














Steam plant: 
NE tin cnccapchinnnieunscncndchecntudeateieeibaamee Oo, (4) 2% 
14 L 
Heating. -.-..- aan nanan nn nn nnn nn nnn nn nner n enn nnn nena nena n enna nn eennen { 22.19 2 30 
2. 04 } 
Oiler... ----.---------------0--2- 0-2 ne nen ene ee enc ene en nnn en nee een enennees { 22.09 2.19 
Eck cicknndhs dag haickhnneds od uceanigiadatanadade emmanuel { 3 . : 7 
1.95 2.05 
I 8 666 cdi decie cusp on nendakancnveescel iad { 22.00 2 10 
FF I a. 65 iccdeiccio wwsncipahcmenarnatninenaenneandaniiipaaimeanaaantgaiaa 2 - 7 . = 
FES hennvinsuddencashousabndsbucas dauuewbieinacenieeenmieaae 2 - = : = 
. ‘ ill 1.77 1.86 
CET EET ONION, oak vicecnncncnancuanaiduedwedguaneeaeaeeieed { 21/82 191 
Pe COE WE ian a sis cee cnccccecccvnssedeaumisandemaseanngels { 2 . ¢ : = 
NE SIE ic ns a dnndacvccnndonktatdounpintbasensnebannaviene 1.83 1.92 
i abuse adedeaameaamaaniemsaiae 1. 65 1.73 
I I IN oo irr tin teenie cmceimarengenemaienn ibiahaliiah ep ssianca 1.68 1.76 
Crane man, unloading coal, high line steam coal............--..-----.--- { 2 7 ~ - > 
Sanitary and fire protection: 
I a Fe ou caviinghiseivdiessiit siete pennelnintanaiichia 2. 20 2. 31 
I ire I, “es ws ea nada cone prea preaaneneeead nae 1.68 1.76 
Ns cxiinnchonncnnennuleasen cepddsccemmmaeihnsticmemeiaiiininel 1. 65 1.73 
ei ok oo as punmemmrmsnianlegiaterenehigs muh mannan AONE eon nee 1, 65 1, 73 
Control testers: 
CR ee CORN. Coenen nenekssedhed edn paecenananeuibaaael 1.71 1.80 
SI MR, coisas itt dow dh made cealintaellt> dy o canralegaltaen oneeedenanaiedaial 1.7 1.85 
I eel ARR oc comnodininedntichbeannnnaenomaiaed 1.82 1,91 
I OE IN. cnesnesiiinih ananlinainieidcin tia Camniammiamaaee 1.85 1. 94 
Head tester (Geo. Nault)..........--..-- 2 aaa 1.95 2.05 
‘ Quality department (P. Garneau and L. Se 1.85 1.94 
Yard: 
ee wae dn eae gis soem acto aevaneaeedl aaa oo arena er 1.95 2.05 
sc aedavetaneadtob amdmannnenenn einen eeeaee 2.09 2.19 
Ra UI ins stink nd ceca din bcubidiossinntsindndulign nde 2 - 26 2.37 
FE Hn OUI 6 WNIUE asic cna csi cee eimewaomamnnnign { ‘ 1. 
- sa 21.78 1.87 
BR ah 5.52 daw oo:cns db demon osm borermeenaiiairningcainaaeenaie aaa 2.15 2. 26 
Yard labor-__-- bz pido eikthiiin is hackeasiahiaraiaiaenanivaiaieeaalaeaamar iene 1, 65 1.73 
Electric bull truck-. RE aS SER RAIS BRE ET 1.91 2.01 
Coal handlers, high agi os a ei ee eee ee 1. 68 1.76 
I il darth ciceaa-dinauauco cde 0ndnepeamamthashedels anaes aaah 1.75 1.84 
Motor mechanie, class A cugnegnuesthieiaadenasmatieel 2. 28 2. 39 
Motor mechanic helper, class GS nhs sae se eee 1.78 1.87 
Mill stores: 
I etidids Sco nenk add asuinscosseedhaaabedawheatt $1.60 $1.89 1.79 1.98 
Le See ee TL ivhidiescsesdaan daiend ae tak aaa RU Rcokdcbecincetemesas 1. 84 
SI Glin oo. «a smiehncgsbintnitemnmerm nie Sis hauchd dareetacondaead iceman BLU tense acommcaanen 1.73 
NE onc, 5 adce caine wie aveenkisaakwe mien oehdaebe maaan io: WIT Rekha crcapailll asiabaei 2.30 
Electrical: 
Re 5 contin eae ag ae iemw pabinwieibes ees seiraainshaaeniaeiaaniel Q) () 
Shift electrician ; 2. 41 2. 53 
Main substation 2. 27 2. 38 
Oo I c= ssh bs bs sich eden ch magia leks ee oaonch table RIOR 2.23 2.34 
a: NS ii on nch nok wee ecm ‘ emcees 2. 28 2.39 
eg ea I ss, bscshrta  in ex i ck din aes sts dra ogee hdoaenciaso eo da ae ea 2.19 2.30 
Ca. nn kcbais ap emaanie crew thedeancneehimie bananas 2. 00 2.10 
ew naam eich gant inion eet 1.96 2. 06 
Dam, class B_- edbdawk akwa dua move uicall che ekse Valin oes eaaiennmoan 1.88 1.97 
Twin F alls pow erhouse: 
SU A a ats enilaniner pinisosclah Singer gaat ep niinen amen wglniatiendeneess 2. 29 2. 40 
ri hie 17.) 8. 12 eeeca heidi ieee enciihneaaaeaeneeers 2. 23 2. 34 
PR OU as onthe ke Sah dk edewcdecbcewedenesedesaruiddcetons 1.88 1.97 
II ives tte aguewcnancectns ae 2. 41 2. 53 
Schedule of mechanical rates, applying to such journey men “positions as 
electrician, machinist, roll grinder, welder, blacksmith, tinsmith, babbitt- 
man, pipefitter, millw right, carpenter, saw filer, screen coverer, steam 
plant repairmen and their helpers: 
Journeymen: 
Cesc t oxccdaca neo lo cant acknee nentcendiasdiylahemaaeeakensee | 2. 28 2.39 
NIE oii sicistintesdochcohaeess esos ese echs visio acerca nideieecheadh tiadnaahastheeign te eeleeeaniaiatel 2.19 2.30 
TE iniais. Spins by kinase doteickaita snes etna aeniebeeearaieanh aieaadaties 2.09 | 2.19 





See footnotes at end of table. 
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ABITrsI Power & Paper Co., Lrp., Iroquors Fatits DivisioN—WacGE SCHEDULE, 
DEPARTMENT AND OCCUPATION PAPER MILL (40-Hour Rate)—Continued 


























40-hour rate 
May 1, 1956 | May 1, 1957 
Schedule cf mechanical rates, ete.—Continued 
Journeyman helper: 
I as cee ibccdceibucsencanes $2. 00 $2.10 
Neen eee a a as een 1. 88 1, 97 
Mis tersic a Sec ce ccdesens mez : 1.78 1. 87 
Painter: 
NN ee i re os cama eeeesbbaewenueusokes 2. 06 2. 16 
I nd Se name 2.00 2. 10 
Painter helper: 
I ene 1. 88 1. 97 
Ne kuch we oucaiaeecodaieddhecuneeeasenccccdccs 1. 76 1.85 
OCCUPATION WITH RATES NOT ON SCHEDULE 
Electrical repairs: 
Foreman (Wilkes, J.)_..__- a a a a Sd ee (1) (1) 
Assistant foreman (Smith, 5 ssc 2. ira Mee sete sad - 2. 41 2, 53 
SOOO eee non or oe woes ow ore oe een cece cencce 1. 65 1.73 
Machine shop: 
Foreman (Gosnell, H.)-.-_-_- ert eee terse eerre awe nee an (1) (1) 
Assistant foreman (Butcher, W.)_- ig Oi alc Siam be seth: fl TL 2. 41 2. 53 
Metal shop: Assistant foreman (Gravelle, J.)..............-.---------------- 2. 41 2. 53 
Pipefitters, maintenance: 
Pipefitters, maintenance: 
Pipefitter foreman (Brown, C.)-_- ws esecn ae (1) (1) 
Pipefitter assistant foreman (Powers, ‘B, ‘Bremner, W.)._.___- a 2. 41 2. 53 
General millwrights: 
I sn Oe Sb ea naeileceawen ages oak (!) (1) 
Assistant foreman (Montfort, M.)_-------__------ : 2. 41 2. 53 
Construction millwrights: Assistant foreman (Baker, C., Poole, H.)- 7 2. 41 2. 53 
Bull gang: 
worms Ceeeptroull, H.);..=----.2--..- 22... 22. (1) ) ; 
SE Se ee Lm 1.82 1.95 
Electric-truck operator. -..-...-..-.-.------- > epee eh et TP A. 2. 04 
eS atk S SS > eo aban eehaudnabhnene ‘3 08 |- wea 2.18 
Groundwork millwrights: 
a es eS Sconce eer eecceesecesect () (1) : 
ic aniaoinein SE ee ee 2.41 2. 53 
Sulfite millwrights: Foreman (Paquette, P.)........---------- eee ae are ae (‘) (1) 
Paper mill millwrights: 
RE MIR Ve ooo a oo na eo nen ene ean (*) ee ae 
Assistant foremen (Stables, W.; Marcaccini, ee cee 2.41 2. 53 
Elevator operator -__--- : eae ee 1. 65 1. 7 
Painters: Painter foreman (Burton, J. D.)_- See er eer OS ow 2. 22 2. 33 
Steam plant: Repair foreman (Robertson, M.)......---.-------------------- () ) 
Townsite: : 
Labor foreman (Prince, Herb)-_..-..------ Pease same 1. 93 2.03 
re fe oe ee Reese encandeemonceomaneean cit 2.09 2.19 
I op ESS Ge AR einen sn atads ied af va'n ape App rk ae eae 1. 65 1.73 
sere eee See Sees 2 tr ano naeeanondas canes 1, 68 1,76 
Tractor driver (Barr, re ce Reem une 1. 86 1. 95 
il ah ae eR ce ee A 2 a ed cncngiminale 1.82 1.91 
ee. oe nas >! m 1.75 1. 84 
Carpenters: 
a a RE RRR ay arene he thet ane py ys AO Ae Paice 2. 28 2. 39 
8.2 ener mae Pare Cras ater : 2.19 2.30 
Class C eee cs eneea ate 2.09 2.19 
Electricians 
ES Se a neansed Nee eateries Fae pene ees ee 2. 28 2.39 
gilt en Ak ce mci a van date S atop tats itp ied hl tg Beka, ee 2.19 2. 30 
een; ta eetel eee tf Loseeme (ean tee ee 2.09 2.19 
Painters: 
SSS a5. Dene nr ace 2.06 2.16 
No iancauh aaron oriscune 2.00 2.10 
ES sag ah enna cman ow area os 2. 22 2.33 
Tinsmiths: 
a 2) es ae 2. 28 2.39 
ne ek ee ee Se ani nanen aad 2.19 2. 30 
ee eS we tdaaenae : 2.09 2.19 
Plumbers: 
ES ei 2 ee ae bieene ade 2. 28 2. 39 
Class B_- SRO eginmee os erie. 2.19 2. 30 
eS oe ce nen ene ee encaceee a 2.09 2.19 
Helpers: ; 
a eat ra lis es ws 2.00 2.10 
Class B_. sii alicliteaeeiticir lien Bi cl ce elem onal 1.88 1.97 
et... ¥ bss che ie as SeChe 1.78 | 1.37 


See footnote at end of table 
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ABITIBI PowWER & PapeR Co., Ltp., [RoqguoIs FaLits DivisIoN—WAGE SCHEDULE, 
DEPARTMENT AND OCCUPATION Paper Miiu (40-Hour Rate)—Continued 


40-hour rate 


May 1, 1956 | May 1, 1957 








Island Falls powerhouse: 
NI Ol ee 3 $1.98 $2. 08 
og pe. To ee i hare ad 1,78 1. 87 
Labo 1. 65 1.73 
4 135, 85 4 142. 64 
4 84.00 4 88. 20 
Mechanic: 
RE Mita paoncu ‘ sntiohensi dt eee 2. 28 2.39 
CE DS debian cccuva sucdsccncsuns ganeunds eben sethsbe ceekee cee 2.19 2.30 
Riis nl Shee tiallih: ~nipatc bea near anal 2.09 2.19 
Carpenter: 
Class A..... : eos ndtu dL. ieeabois 2. 28 2.39 
SE oii vikuowest - ik wis ee 2.19 2.30 
i an ngcencdo-aysains<s Oa on knaetids tilts teas patie 2. 09 2.19 
a. 's helper: 
a ee a ee, eT RP Peek 2.00 2.10 
Class i dit: on aakceupmets cucu aye@dereerts +> «amnndensl dibs Rakt aes 1. 88 1. 97 
a la a ies Sa 1.78 1. 87 
Head operator... .........-.-- s 2. 29 2. 40 
Operator... ....--- catechol ith p tibuGhuein ettanihite sibiks Gat dins 2. 23 2.34 
Opes ce nitoacwcnecsnscancagh ibendombebertel wee araseal 1.88 1.97 
Mill railway switching operations: 
motive engineer with traction certificate____- gies 4 2 2. 20 2. 31 
Locomotive fireman: 
Te I I in sn erin o gss wary ong os Uh ag ae niin nila 2.02 2.12 
Without traction certificate_. 1. 97 2.07 
Train conductor ildtoe aac 2.15 2. 26 
Train brakeman____-_. ssh cies hp MOIS nc hc an dn i ec aM 1. 97 2. 07 
Locomotive crane engineer... -_. * wal 2. 26 2. 37 
Locomotive crane fireman: 
With applicable certificate________. $ 2.02 2.12 
Without applicable certificate. _._.......___- baicn 1. 97 2. 07 
Section foreman 2. 08 2.18 
Senior yard sectionman...-_._- i x a. 1. 88 1.97 
Séctonaiba 51. ck Meio oA eet 1. 65 1.73 
1 Salary. 


7 All those holding a certificate applicable to the job on which they are working regardless of whether 
such papers are required for that particular job. 

3 Mechanic. 

4 Per week. 


POWELL RIverR Co., Ltp.: MEMORANDUM OF WAGE RATE, ADJUSTMENTS AND 
SCHEDULE OF RATES 


(a) Rates in effect as of July 1, 1955, will become effective as job rates 
making the base rate for all common labor $1.67 per hour. 
As of July 1, 1955, mechanics’ rates will be as follows: 


Per hour 
SD wx cts ith a iting hi el cs ln cn is i i lili ii 9h aa aa il a. ee 
Is Ra a sl ics ns Sete totter cps dl AR ect hs sc a ree 2. 00 
Ee ii sc sisi in ee dn eh i cee ec waa ans oa 1. 88 
Fi chs tine eign loons on iar A ik ss slp EO a ie RN aa 1.77 
Dee a a sa iss ei sin nai stn ech ai en Sree pill titi ata accesses Len 


(b) On July 1, 1956, there shall be automatically put into effect an across- 
the-board wage increase of 5 cents per hour, such wage increase to be effective 
as of July 1, 1956. Therefore, rates in effect as of July 1, 1956, will become 
effective as job rates making the base rate for all common labor $1.72 per hour. 

As of July 1, 1956, mechanics’ rates will be as follows: 


Per hour 
a aa ts ss cnet ta mci io eg ed to Wacol os al ae paee $2, 27 
ite iceaceetcndeetiasear iene de ea a ees cer Cintas Saab ns es cigar aac ebinite laa ais Sens pa be Serca dees 2. 05 
Ria Mik tii dcnccian ch aniine cwnennccmatans sane wed sansheeks eae aieneaee 1.93 
Rae EPI tia. oni rec ea attain tate ee gnentis eon immbirerinted sii senna tia a tonic ae cae Ne eres 1. 82 


Da i ec sp cs ih ax a wih oes vo a ol aw ag el ney cel es ow ald ae alee ge 1. 76 
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(c) In respect of subsections (a) and (b) above, it is agreed that the schedule 
of job rates will be considered as part of this agreement and that all men hired, 
transferred, or promoted to any job, excluding mechanics’ jobs, will receive the 
job rate for such jobs. 

2. Where such an arrangement now exists, women will be paid in accordance 
with existing rates; provided, however, that the period between the hiring and 
attainment of full rate shall not exceed 3 months and the difference between the 
hiring rate and the job rate shall not exceed 5 cents. 

3. In the application of the adjustments of new hourly rates and the establish- 
ment of job rates and mechanics’ classifications described in the foregoing para- 
graphs, no employee will have his present rate reduced. 

4. Overtime: Overtime at the rate of time and one-half will be paid on the 
following basis: 

(1) To any day worker paid on an hourly basis: 

(a) For all work performed on Sunday (8 a. m. Sunday to 8 a. m. Mon- 
day) and on holidays as specified in section 5 of this agreement. 

(b) For all work in excess of 8 hours in any one day. 

(c) For work performed on an employee’s designated day off as provided 
for in section 9 (b) of this agreement. 

(d@) For work in excess of 40 hours average per week. By average is 
meant the number of weeks mutually agreed upon in advance as the correct 
schedule. 

(2) To any tour worker paid on an hourly basis: 

(a) For all work performed on Sunday (8 a. m. Sunday to 8 a. m. Mon- 
day) and on holidays as specified in section 5 of this agreement. 

(0) For all work in excess of 8 hours in any one day except: 

(1) When such work in excess of 8 hours is caused by the change 
of shifts. 

(2) Overtime work by special arrangement between a tour worker 
and his mate to exchange shifts with the approval of his supervisor, and 
when this can be accomplished without additional cost or penalty to 
the company. 

(3) When required to replace an employee for tardiness up to 2 hours. 

(c) For work in excess of 40 hours average per week. By average is 
meant the number of weeks mutually agreed upon in advance as the correct 
schedule. 

(d@) For work performed on an employee’s designated day off as provided 
for in section 9 (b) of this agreement. 

In the payment of overtime on the basis provided above, the one basis which 
results in the payment of the largest amount of overtime shall be used. 

5. Night-shift differential: A night-shift differential of 7 cents per hour will 
be paid in addition to the hourly rate on all work performed between the hours 
of 8 p. m. and 8.a. m. where tour work is scheduled 8-4, 4-12, and 12-8, and 
7 p. m. to 11-7. 

(Note.—No employer shall include the night-shift differential with any em- 
ployee’s wage rate for the purpose of calculating overtime.) 
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These rates include the 13-cent general increase and individual job rate ad- 
justments effective September 15, 1956, and the 5 percent (9 cents minimum) 
general increase effective September 15, 1957. 





Woop STORACE 
AND PREPARATION 


Local union 693: 
Craneman. ---. 
Sparehand ---- 

After 3 
months. - 
After 6 
months_- 
After 12 
months-_- 
After 18 
months-_ 

Locla union 694: 
Chipperman_.- 
Drumbarker- 

OMS ioienxs 
Chip screen 

tender ...--- 
Timmerman... 
Wood sorter. -- 
Wood handler | 

with crane_-- 
Wood handler- 


SULFATE DEPART- 
MENT 


Local Union 692: 
Digestet cook _- 
Screen opera- 

Ser iiky seanende 
Brown-stock 

washer 
Digester helper 
Screen helper _- 
Washer helper_ 
Caustic opera- 


operator. -_-_- 
Lime-kiln 


Adjust- 
ment 





pe’ 
Caustie 1st 


helper -_.....- 
Caustic 2d 


pee 


Bleachery 
operator... .- 
Bleachery Ist 
helper-_-.--- 
Bleachery 2d 
helper... ...-} 
Pulp-dryer 
operator -_ - _ _- 
Pulp-dryer Ist 
helper - - - ..-- 
Pulp-dryer 2d 
helper. ---.-- 
Head baler____- 
Pi iniiaece as 


Sparehand _----|-- 
Udiy men... 


GrRovuNb-Woop 
DEPARTMENT 


Screenman 
Sparehand_-.------- 
Grinderman. ------ 
lst conveyorman. 

2d conveyorman. -- 
Utility man 











Final 
rate 
effective 
Sept. 15, 
1956 


$2. 61 
2.18 


2. 22 
2. 25 
2. 28 
2.31 


to 
oe 
= 


mri 
NBrB 


=~ PS SP hb 
=~ © = 
a 8 > 


—_ 
oo 
bt 


— it et AD nw i] 
cS 
bt 


47 
17 
01 
75 
73 


— i BORD RD 


non 
z 





Rate 
effective 


Sept. 
1 


15, 


957 


$2. 74 


to 


to 


t 


pepepeps =f 


~~ ND ON 


— mm BD AD ROD 


12 


89 
85 
75 














TECHNICAL 
DEPARTMENT 


Day analyst -_._.__- 
Shift analyst 
Testing-station 


Adjust- 
ment 


So ca dvteianh 


Head tester_______- 
Day tester.......--- 
Laboratory 
assistant........-. 
Pa 
Pu 
Mixed-stock tester- 
Ground-wood 


SERVICE OPERA- 
TIONS 


PLANT SERVICE 


Local union 693: 
Head service 


Bulldozer 
operator . - ._- 
Drive......... 
Local union 694: 
Power-sweeper 
operator - - - .- 
Cleanup man_- 
} eee 


UNLOADING AND 
STORACE 


Local union 692: 
Head handler. 
Coreman - ---.- 
lst coreman 

helper - _....- 
2d coreman 
helper - -.- - -- 
Conveyor-stor- 
age Man____- 
Coal unloader. 
Coal-unloader 
helper _ _..--- 
Checker -_-_-_- 


eee 


FINISHING AND 
SHIPPING 


Head loader ---_-__- 
Weigher__- 
Pulp-tractor oper- 


Paper-tractor oper- 
SE xis ns xanesses 
Utility operator_._- 





ff an 2 
PBs. ccc lec cacacow 





Final 
rate 
effective 
Sept. 15, 


wn 


Po yirtet pe Ieee 


2385 &SR 


pote dl 


= 
-I- 
an~ 


~ 
~ 
a 


- & 
& es a 


_ 
1 
_ 


b pe 
2s 


Zu & SZ 


Rate 


effective 
Sept. 15, 


1957 


we 
Bes 


mrt pops 


RLS 


ze 


mh 


~ 


ror 


- 


_ 


— pet CAD 
oon 


2.10 


- 75 
-10 


. 82 
.73 


58 
13 


97 


97 
. 93 
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Final Rate Final 
Adjust- rate effective Adjust- rate effective 
ment effective | Sept. 15, || ment effective Sept. 15, 
Sept. 15, 1957 | | Sept. 15, 1957 
1956 | 
|——— etre ote 
FINISHING AND | TO BE PAID ONLY | 
SHIPPING—Ccon. FOR ACTUAL TIME 


SPENT PAINTING 


SIGNS 
Re EE 
Local union 693: 
SMALL STORES 


WAREHOUSE Local union 694: 
Mason helper $__| 
Local union 693: Local union 693: 
Head stock- Laborer—pusher - 
‘ : ¥ 2. Local union 694: 
Warehouse Laborer (seaf- 
checker____- : ; , folds) 
Outside _ stor- Laborer 
ie ME ns 1s ok - : 
Windowman.-_|__-...__- : LUBRICATION 
Warehouse 
helper_-_.- ‘ .75 || Local union 693: 
Lead oiler _ _ __- 





ENGINEERING 
DEPARTMENT 





MILL MAINTE- | DEPARTMENT 
NANCE 
RECOVERY 
Assistant fire 
chief ! 
Pipe coverer____- 
Roll grinderman 
Knife and _ slitter 
grinderman.._-_- 
Blacksmith_____- 
Tool-room man_ den 
Automotive me- | helper 
chanic -__- : 1st utility man_| 
Fire-protection in- Local union 694: 
spector ! 


<) 
rn 


Local union 692: 
Recovery 
operator 
Recovery 


2h 


AAD 
-— 
— 


Sb NNN WN 
eee 
hore 


a 
_ 
te 





te 








Refuse fireman 
Recovery Ist 


ba 
ba 
oe 
nN 


BUILDINGS AND 1 POWERHOUSE 
GROUNDS 
Local union 694: 
Slagger 
Cleanup man 


Lead carpenter _- . 02 
lst carpenter ___ | . 02 
Lead painter_..____| 02 | 
lst painter ?________| . 02 | 
Sign painter. ___- -02 | 

! 








NNNNN 
= a 
Orne 
to bo bo be & 





1 These occupations are established in accordance with agreements outlined in a letter to the union dated 
Dee. 29, 1955. 

Further, it is understood that the occupation of assistant fire chief will be filled for the duration of the 
present expansion program and these occupations will be reviewed at the completion of the present expan- 
sion program. 

2 Time and one-half will be paid to lst painters for work performed on the 2 fire-water tanks and the lime 
klin stack. 

3 Mason helper’s rate to apply to any employee for actual time spent using air tools, including sandblaster. 
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BowATERS SOUTHERN PAPER CorRP. WAGE SCHEDULE AS OF JULY 3, 1956 


Paper mill (local 653) 
Machine progression: 


I a mans api cic $3. 86 
IGN: | NMNIIIINTIE =. ca capsaicin sake aban a ceaesedaecea 3. 62 
TOR MI ie kc nscale Selebsgm seas asso andesite aaa 3.12 
SN eT nicsnserensnes sess otean isp oeaptnnt ole pion tance ois tae 3. 12 
TI I css assess ssp eevee sant nde oceheciaal Reade eee 2. 69 
I icc ci sso sed aeons cen ean dagen sc eines ac a ame a 2. 58 
I Na 2. 58 
a i as asada meh cen omen wtetaiglas sled eencige tea eee 2. 40 
Clothing progression: 

IG SII ITI = se xs sssecccenr took oeepepsae Riess. pct oka acs wh ana ciata deeetaectahonie caneacaaaade aaa aa 2. 94 
a es tessa elgreeecneneeimanae dis aia 2. 58 
OClothine tases Gh ChOANOD Bian... occ cee 1. 67 

PT ao 5 cn ces mnie cen wus Cohen nied once ae 1.73 

I Ft I ys a cscs ssacsscvas psec cdipeaahecaccsceegie ana oeae tei 1.78 

Janeen Ge a ee aaa nde 1. 82 

Stock preparation progression : 

I a cipinnigeb entender ieee ace 3.17 
a Ne udleean ge naeincaensiaesianiiiddereiasaeemaeh 2. 5§ 
Sree SONU, NSTC UIOIENOUEE on -  .ccacensvaapsh eanscapaninroxoneeuisgueies ineprenmreee ona 2. 33 
OROP GN GIT TO nnn a wii accep eset Senne die eee 2.15 


Sulfate pulp mill (local 788) 
Digester progression : 


IE ANI. cs ncn vein asnceertibecaediniabian nition alceiscosiaias Cadeaaaa $2. 64 
a as nc cca 2. 39 
Pa I CN ess ss ssn ss cede senescence tie 2. 37 
Eeeeiies. Evie pipes. tee). Gesu a ee. eens 2.11 
I es tic sano cae ae 1. 93 
I NIN ooo gs cc ccmcests cernceson engnescecrees aac Sige erences ea 1. 7 
Bleachery progression : 
em I IN apc aerenes eters mp bree gee i ae 2. 64 
BI srs nna aics ones Gai cp ares v= har oven ga oe Aa eee a ale 2.13 
Causticizing progression : 
ren PIII OU nn ne ncoss cnn ca eeesnties quae care pn gee 2. 64 
CRUNec rou mree naiper (ine Durer). ees 2. 27 
Be ahh, GRA I ee PSE CEP aR Be A AREA Ne 2. 20 
A Ue UIT SINE UR EPIEE SII NUINE 5... <.2;ssch- cvtowstnits cess besos teapsmencipninbaoscomveeheatertiensaienend eimai 2.00 
Pulp dryer progression : 
Pulp Gryer operator... A ee ee es tLe Ae 2. 64 
Me I st insta ss gigs nada negisoaleas cea aoa en 2. 28 
Pulp dryer Deller aie wermuer.. =. fae ee ee ewe 1. 86 
saat ana os gi tl et ai a as cca 1. 71 
NE I oa we os cchens io os sa bes anges cheno a oe 
RT ON a encima ali cdi msietnrumncenenitgnseasen/aoiecenewarcien Seer am 1. 67 
1 If established in pulp dryer progression. 
Power and steam department (local 788) 
TR EIT SIO TRON oc cscncccs 0 a ccienostr ens sorter docs cas a past ae e $2. 70 
a an a a atuhik tna abanuetae ae 2. 70 
PRCT Ce nn acca cieicememinnin sae 0 dicot ute orsoednarecicaaes gusciet eaten akcencedon Wn 


WtOR FOIE aii ii gp dd seine ecdeewns Seeoomesiene a 
Evaporator operator____-__- saat ia ai a ae ee a a ps aipiantomasees 2. 42 
AMBINATY Operator 2nd helper... ...... ....<.+<<<s6<-4n-2<- ; 
Breer pinnt operator... Sas 28 
Recovery helper ‘hp 2.09 





SONU i a i a oes etre a canteen 1.87 
Seen ROR ne es eee 1.82 
Ee. OURO TI i a siicinc iin scicotaicw wien SMT S bttcnisl 5 ahaa ba iy £3 
I i al sets ta ie 1, 69 
EUR Ni we waistamixt actin bbsedeie 1.67 


S9794—S 


-1 
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Bowarers SourHERN PAPER CorP., Etc.—Continued 


Finishing and shipping department (local 788) 


Finishing room progression : 
nn UNI ON a en oa erase eoenmaiorincoonarermemmnmrenney 
Lae kee ga pa aN nana camden ones chap aaa aes 
a ow ce Saeed eis ics aise daw os me aos Snauigre arene erten 
ees cine er ancn ce avqacegiiamn meieres 
Nee ee ee enn a iiaiepnniarabavenavacntesansoasonanonieasangrersetraiores 
al a oa gears acne phqnaob-enenen on apes ane een eeeen ee 

Shipping, storage, and core-room progression : 
tn oo aero ance GEG oNSEA EER aaiasao- on ab mas awe onapeeitnesemanenenaanhen 
cai sc arene icciaane in ie aaa ates tants eoenasenestiergn secnie Sahih eee 
Newsprint truck operator__-_.---.------.---. a eee 
Se ann CNUs. ol ache nt mick RI eed enthe-men ie enters aeeeye iene 
Neen ee ee Sanaa e pret. as gerenneetieaieees 
cae dear seem patie tebe 54 lp A DN ON 
I I Ie add ech creer anus acen-erapasenctoren eins wammeniesope eae te 
Sree am task Ge aelcaenahaees oaiak aU ane cages ee enenenan evap mnaeneenrecasersanie 
PE isin ies cacticladentia aint cbbaiensamsianen dite wereininmerabierings ie al 


Ground-wood mill (local 788) 


Stone sharpener and floorMaRccccscccciacnccccsecncs ncn ee 
I sic otaiastincs aah ried cn'in teem heels een ee 
SEEING  B TER ns be 3, ie, a 
cine regia ea Selenide pipiens cee enins AALBERS SEL 
I I aida ieee a abianininmms eaten dommaninatsietemdecamscitei bce aad. 
I iano sacramento alpina taiamaciinclaansedie weet anise exripienesed abt body Riek Deh 


Technical department (local 788) 


a NI a sings coca ctor ealaaragaganaaianes meee toad ee mass acanenerseaing saaaed bine: teiematereiictiinie 
I sacs canons cctican x0 de ap cen eope oetemancuen a pnaon ee ansor woaaygeren ms Ssebvanap Shae fee pereinee taici> snipe 
SO 6 ccs eran cei nena ono e mien mince mmere rit ere 
anc > cicaremceg Sree iaieeenrcntansives atenpar avin ame etipvenines donee tence eaten aera 
To aca cs a ndneas cnerer deener or en aranes ante epepeenateamesumanmmesiningesstiand 
EE NONI, SONU ils iin ss chsh anteesiathinm— persian ene ntti 
i ral a case cna on eye iine eyo eran ey aivnetatinnrecame-nAien 
iS coined IRA ap conan iariptaciip chin one-mile chien dachoninepeeineoesitig 
ne Eh casa es ww cpr nr eoenpgga te na akin cbebemarnnrarpeooch bios 
iE, aa gh cer pecans cova ones aceon boeing heaamabenbeveisinapes 


*# To class A after 1 year of service as elass B. 
Purchasing department—warehouse (local 788) 


TTI oo ca tanec ap apeneneanneiodehimaniaineesdinibinninul makugigieeteteame seliibes 
SE Mo coeeveneh &s sxee cs acts ctctaacarenkoas soa tipi aalnes icmtnlbiealaainbb ness items inehtecbepente 
as 1s acrichepcdeesienranniinap oeiedinteansens dicedaiabnineepehidiadtaemciaaarinaimsemsedmeeibiltedindtitelinen 
I i NI crcsintccs ves ninarsntn tenascin ae ee data dance te a ddan nteadh ttn ores 
I i i a dik ane nasi ion Nh iaascbr dasa iaatiaemiiblag 
pe sg BO 2) PAS A CA A 
li ah ices lish aies eb dgehiginacmians oak 


Wood handling and yard department 


Crane operation—yard progression (local 790) : 
Re -OUNNO60P anc cccnncacaeennscccassnsenensmsessnneel lle 
Beeene- CUOINMONG oc cccccwdenccaceanssensscn Tl 28 
Wee SR: GENO sccccccccascnsccnnanacasancassees dct UL 
DECOR 6 iicccne eed ceReeSheensnasesenes casa cacecencnucdcacdeonee® 
TDD, ccecatncceedcenndenesnnecheeeeEnressmsanccbabodnunsnon 
TE COW cnnontesnbancnectansnenndsnacscenentkneewsescassena eels 
Gardener progression (local 790) : 
SRIGORS? ~ secannansstncasnnnscunnsnceneaneneccsecnacaanbe naw 
Antbstant -GAlGenelonanccoccncccisnensnsnncnunesessnssnneuase tlh 


R 


. OF 
. 64 


1 
as 
1.98 


. 20 


. 08 
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» 40 
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. 20 


03 
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Bowarers SourHERN Paper Corp., Etc.—Continued 


Woodhandling progression (local 789) :* 


Ohinnel, mati li2 Jososd 6 el a a Le el le $1. 79 
PIRI COT INIA i asics nn so exenteration cna naiiacni alae ecm tbanind 1. 75 
W60d “Otter |... ce ccticaincnenuscemcwennetaeeaete anne 1. 73 
Gonveye? Mano o25 bo ee eenke dadelhisid Suthep dolcbcchcls hikes nt hetabich 1. 73 
Rend mane! jis jien ooo. weaves Ubi elise 1.73 
Ghip iscreenMane. xis tie lek et Si be 1. 67 
WWidod heavier: isis deeds santas llcuslingeeusn aie aan 1. 65 
URI Gy: TR DOROR a i.c hic wicin a ct cnc dteeowaninseeeeeesesan naan 1. 64 
Janitor service (local 789): 
) Seine’ tawiterii oc Bu jon ee ee ee 1. 75 
Jubeitie oii Jon Ue ok Oh so a he eS bein 1. 64 


1Those employees helping the chipper man, when required, will be classed as wood 
serter and receive the wood sorter rate for that work. Those employees helping the wood 
sorter, When required, will be classed as chip screenman and receive the chip secreenman 
rate for that work, . 


Mechanical department (local 790) 


Progression for helpers, where used for the following journeymen classi- 
fications: carpenter, garage mechanic, insulator, mason and tile man, 
machinist, millwright, pipefitter, welder laborer________._.__._--_----- $1. 66 

Step 1. Serves minimum of 6 months including 60-day probationary 
period. Time spent as mechanical department laborer (to a maximum 


of 6 months) will be credited against time to be spent at this rate____ 1. 66 
a a cananalcans { 1. 86 
1.95 
: Step 3. 
Servos wells OF 12; ON R..... «.cccinintdn sawn nemniiicm eine mniok 2. 03 
Awaits opening as journeyman____-~-.--~__-__- == sis eacnscNe ame *?2 33 
Step 4. Journeyman 2d class: 
; San CN a aan Fe ecre await obine mea ame 2: 21 
; SOT tr re TNO a LEE in sce eceeeiomanandeanibaas 2. 3F 
; Siti. G; memes” TE it a an nr eee 2. 61 
) FRc i shill ows arin on inden eminence ial aeninenceis eceaaaiad *2. 87 
Or II INI ia den Sica ck wes lel arash esa inekeibcer ain anne eerie 2. 61 
oc i cr a tes pd gates ennleebanmenleiadae ae amar aioe cco 72. 61 
; ER kink eR chi a a i BB sh Ah in ns cs tn Di it dai hc cbiiaigaieninsies cin ieiesescion 2. 53 
) 


1 Helpers progressing to journeyman millwright are required to serve 6 months as gen- 
eral oiler at 1.95 in step 2 and 6 months as paper mill oiler at 2.12 in step 3. 

2The company will hire journeymen 1st class, when the requirements exceed the number 
of men qualified to enter step 4. 

3 Only 1 man will be eligible to receive either the roll grinder or sign painter rate. 


sll 


Electrical and instrument departments (local 175) 


5 Progression for electrical and instrument department helpers: 
[ Step 1. Serves 6 months including 60-day probationary period _____ 31. 66 
4 ee ge I eS ee a 1. 86 
5 SCG aii RRP CO, TORII 5c os Ge itn hee wo cea ea cemee sek eee, 1.95 
5 SOCIO ene OSI hl a hs ore er ee 2. 03 
4 SU cs I I ae 2.10 
S Step 6. Services minimum of 6 months or until journeyman vacancy 
I gs inthis co i ei oe SUL AOE A I scree wma 2 3 
Step 7. If retained as journeyman—not over 12 months at thisrate_. 2,37 
A RE A CHER eid cy | 
TOOLING JORCENECTINT, ‘CHTRRCIIEING TOUS on een ee ae ecaeen eteeer ape 2. 66 
1 Ee COU ne se threo ce tc anieesmaiinnine eine eee 2.92 
; 1 After completing the 3d year of helper training, an employee may be assigned to work 
alone on any job not requiring more than 8 hours to complete. 
4 The company reserves the right to hire journeyman Ist class when the requirements 
4 for Men in the electrical or instrument departinents exceed the number of men who have 
6 completed 8 years in the helper progression. 


9 
9 
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THE GREAT LAKES Paper Co., Ltp., Fort WILLIAM, ONTARIO: SCHEDULE OF WAGE 
Rates ErrectTivE May 1, 1956 


(The rates in this schedule will be increased by 5 percent effective May 1, 1957) 
Paper machine widths 


Widths of machines are definitely established. Starting with 100 inches and 
up to, but not including, 110 inches is a group unit called class 1. Starting 
with 110 inches and up to, but not including 120 inches is a group unit called 
class 2. This same rule applies all the way down the width differential line. 


Speeds 


Starting with 400 feet and up to, but not including 450 feet is a group unit 
ealled class 1. Starting with 450 feet and up to, but not including 500 feet is a 
group unit called class 2. In the speed line the classifications of machines will 
advance if speed of machine is increased sufficiently to put it over the 50 feet 
differential line into higher classes. 

A 100-inch machine is established as the minimum width for all machines less 
than 100 inches in width. Fourdrinier machine width shall be determined by 
face width of breast roll. 

In application of this scale, the common labor or base rate in the individual 
mill, shall be the determining factor. Where the common labor or base rate is 
either lower or higher than the lowest rate shown for sixth hands on the 
scale, the amount necessary to make equal the common labor or base rate and 
the lowest sixth hand rate on the scale, shall be added to or taken from all 
classifications on the scale, whichever the case may be. 


Hourly rate 


Gn - oe 


| “ 


| | 
| Machine} Back | 3d hand | 4th hand j 5th hand | 6th hand 





Class No | tender | tender | rate {| rate | rate rate 
; vate | rate | } 
| | | 
SE ee iatulawie $3.41 | $3. 14 | $2. 65 | $2.16 | $2. 03 | $1. 82 
ee aM aS ais 3. 45 3.18 | 2. 67 | 4374 2.03 | 1, 82 
en | 3. 49 | 3. 22 2. 69 | 2.18 | 2.04 | 1, 82 
SR... i 3. 52 | 3, 26 | 2.72 2. 20° | 2. 06 | 1. 88 
34. | 3. 57 | 3. 30 | 2.73 | 2.21 | 2.07 1.83 
35. 3. 60 | 3. 32 2.74 2. 22 2.07 | 1.84 
36__. 3. 64 3. 36 | 2. 80 | 2. 23 2.08 | 1.84 
| | 3. 66 | 3.39 | 2. 81 | 2. 24 | 2.09 | 1.84 
* 3. 69 | 3.41 | 2.85 | 2.27 | 2.12 | L.A 
39... | gmt 343) 286 223} 212| 1.85 
We ce, 3. 73 | 3. 45 | 2.87 | 2,29 | 2.14 | 1.85 
41. 3. 76 | 3. 47 | 2. 89 | 2.39 2.15 | 1.85 
42 3.78 3. 50 | 2.91 | 2. 33 | 2.16 | 1, 87 
43 3. 82 | 3. 52 2. 92 | 2. 34 | 2.16 | 1.87 
44 3.84 3. 5A 2. 94 2. 35 2.17 | 1. 87 
45 | 3.86 | 3. 59 | 2. 96 | 2. 36 2.18 1.87 
46 3.91 3.61 | 2. 98 2. 37 | 2. 20 1.88 
47... | 3.93 | 3.65 3.00 | 2, 38 | 2. 21 1, 88 
48. | 3.96 | 3. 67 | 3.01 2. 40 | 2.21 | 1. 88 
49._ 3.98 3.69 | 3.04 2.41 | 2. 22 1. 89 
Ri ans 4.02 3.71 3.05 | 2. 42 2. 23 1.91 
51 4.04 3.73 | 3.06 | 2. 43 2. 24 | 1.91 
52. 4.06 | 3. 76 3.10 | 2.45 2. 27 1.92 
§3.. 4.09 3.78 . 2, 2, 28 | 1. 92 


1} 17 | 


| 
| 
| 
| 
| 
' 
| 
| 
| 


BOSS MACHINE TENDERS 


Boss machine tenders or foremen on paper machines shall receive 18 cents 
per hour per machine higher than the rate paid to the highest paid machine tender 
for machines over 150 inches, and 9 cents per hour per machine over the highest 
paid machine tender for all machines under 105 inches. For example: A mill 
with 4 machines, 2 of them over 150 inches, would make the boss machine tender 
rate 54 cents per hour more than the highest paid machine tender. 


BEATER ENGINEERS 
Class A 


Where practical skill in use of color is necessary and where supervision of 
stock preparation requires technical knowledge, the hourly rate for the beater 
engineer shall equal the average machine tender rate on machines to which 
he furnishes stock. 








ee a Sse 
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Class B 


Where stock preparation is a process of mechanism and requires the carrying 
out of a definite formula only, the hourly rate for the beater engineer shall equal 
the average back-tender rate on machines to which he furnishes stock. 


Class C 


In newsprint mills where stock is dumped into main mixing tanks without 
distinction as to color or furnish for distinct or definite machines, the rate of 
beater engineers, or by whatever name he might be called, shall be equal to the 
prevailing rate of third hands in the mill he works. 

In all newsprint mills the boss clothing man, or boss swiper, shall receive a 
rate not less than the highest paid third hand. 

This wage schedule is specifically designed for newsprint paper machines but 
is intended that it be extended to other ground-wood papers. 

Paper machines making coated, book, hanging, catalog, telephone directory 
and similar ground-wood papers, shall be two speed classes higher than machines 
making newsprint paper. 


Pe a csi sl gating sli ete ae eee ee ee $2. 36 
Pe RUN TI T iai iionnt cieg circ ants gcc acccemecas ogee 1. 87 
EE MU 5 tit ccs senescence abc coh nwt i a cana oot aed 2. 09 
Oe aA ca Sic heceh gies cae os cabs ws saga oo Shc cec bares dace anepoaeeo eed ee 2. 26 
TRE COR aici taiirtesciaiasiinn celeiiecdpanchacecnen is hn ape wage ct ata eee aa 1. 65 
SN ates orci mincecn a seaene detocnies shina etinles ac iniaacnacas cremated tae 1. 87 
Mechanical : Schedule 
Millwrights : ree 
i a ssi des tae sang nce atk ng ence $2. 28 
Class B..... een si stata iapet te seinen abe nse cemean Pea ec eee 
I nas nes Patek aera san aed acsda/Seeacaaceeantaaeet ane 2.09 
Millwrights helper: 
Us it iiedeaittrat asic isesm aishte nana: oo snchodotaayaseiesite icc 2. 00 
a a Sa i wa ia ra seni ag oN a a ea 1.88 
RMD si cstssietiiacsicgs since acatgsdectetueceinatharis anise ctia/ad nates ttaciadn coaeteae aa 1.78 
Pipetitters : 
NRE: «as cercicas <a iss sm ex cas onsapneinahscsctaces in aioe Dek aaemsamnilies as akeataeiie cee 2 
el a RR eine REA ss ta tik peuicieetes canna gaa anima aadied ele 2.19 
RN Ne ge ads adix es aes acteakesicca ss agi oaceilcaa ensssicae cee cage eee 2. 09 
Pipefitters helpers: 
tad deat nnipianicradapver on dbbeddspnric canes aids cece cere ce 2. 00 
NU Scie cy cn ocuisnga  S Seneh oon ca as eins gw 1.88 
RIN. SME 2s on ras dca ctaeh neh cd ancpielganiinn ak sik ani ciaisin da ig Scalia: 0 alee ee 1.78 
RORIRERG. POW ORO cick dc idencn ne nweeaaun AEN i a i al at 1. 86 
Machinists: 
I sc esradensstp secede send and onennlaernracie Sandee ae a ee 2. 28 
DU Nast cacti apticcdaicietadscth atin Se cesses eisai 2.19 
NG ale cates Simcat a cereal aa ig sce pie eal ak ee ag dda 2.09 
OR SOREL Os hi ac barn cn craic aide cane fsataasenrctmie chai ata ee 2. 00 
REPU UAS REIN, CUMING I os cists ws wie ow new bn leg pe pines ca ee 1.88 
Tinsmiths: 
MINN, ME iikea saduatic ka cerecdnccs ws cas audunenas sion hariith task apaig das ass ac alae ea 2. 28 
MI i BO sc aig chs cece iigdaaseanca ava nS gdgcdcenige cmb esa ed 2.19 
TN aes aah dis ess tn are npn kde nn a tenes gcd as oe eo 2.09 
Tinsmiths’ helpers: 
ON cas sls edhe sss Sse el ct nce das setae settee oi 2. 00 
NI Ba esaocis tacos en. cg acon ainenebneiio-ns cosh tonite ees nae ae ee 1.88 
RR ak a ic cmsciccsacunitn es sds ch aacdioncexencextasnnceds smarts ecu caaiesiin aise absentee 1. 78 
GOURMET SENN oss sa can ohio rsh hn cits sot oo cn eek a 2. 25 
Painters: 
NU in aad ea aaa aki at adenine antag cmniacac clas teas nea a 2.16 
AINE CUI soc acciecoiac aca siemebceiinacsn en. wk sebagai cag ie ae sae 2. 05 
TU a ha oc ceca op tac atc ca ca aaaeanar ac Lacie 1. 95 
RAO EE SONI an ssc 0h acaietssoimsncitn ahedhcnc tn saan wh ba dh dliatds a akanaen tee ns 1. 90 
I ss tec snk os comps dl ca ce ge 4.46 
NA sts sas iach cies sb aise aioe: pe 2. 25 
I NI on scheint ss nics lt sia o iepp dnote ausin eee ee 2.19 
Riggers: 
a a a a ee 2, 00 
UII NM nists ested atdecbeietecen de na cuica cen exe tome ania haa aa 1.88 





) 
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Mechanical—Continued 


Schedule 

Blacksmiths: rate 

Nee ae ag me ee ean ce $2. 28 

TI a Tas ee EE a i eas eden haloes iaeaters > 27 

eee et Lo hac eneadseedirsla cde quan onmicaunea ie eeas <mipnaneemeaPn 2. 09 
Blaeksmith’s helpers: 

i li tie neh Deelah tn Rindaategeth teeth bied~einbinenegee 2. 00 

RNIN, Ect at ob bie ere tnd tis eek ash lee. ep tehey eh sine ein end 1. 88 

ete tO ie ten ad tte te didinais uptiodadion ed -henneans ie 1.78 
Welders: 

CR oi Recta wisi dite tan idols taunbants alias laced 2. 28 

a rE a kB, ce lt och ed 2.19 

Ws A ors ci sk acts thee bedtwen nella llinuss<ainutgiveduaamnewe 2. 09 
ere ne cc cact Sieh eters ob aitdlbiowadaelaindag ans Heed buohic 2. 00 
Masonry workers: 

Cm Bhs it he cai td AUS ace bagi Swe bce dle ose dweew 2. 28 

cis einiea einen sept cs ven gis ed Sa a 2.19 

Nee eee ee Ske, Bhd elated dco nm ahaibeaedep 2. 09 
Masonry workers’ helpers : 

ea ee Se ep eninelin ie Saneibiat a eainann beneeenee 2. 00 

ru renee eee ee ee St oo hem naud hank weeaetame 1. 88 

my cn ae ee ee ee wo waeanann akan mam ties 1. 78 
Carpenters : 

ne ee ee eee eee es Se a oan nesooennknenene 2. 28 

I a Na A ce ik ss ca ules sas tn ca as a ag 2.19 

I or Ie venieeuniereeline mpininipmaiees 2. 09 
Carpenters’ helpers : 

a ta a oe ame 2.00 

I ace ene le punta nenmanin ob elinaamnpaapiebewonenss 1. 88 

a ee ao eee eee 1.78 
ad ahaa ses hind nacegeindnrc Ringe ston emerge = inte Rennes 48 
Diesel mechanics : 

a as gcc oul oper apenas tacencaigo gn aida ll 2. 28 

Rat ae rer en ae calls adacomr cet alapebeaeaaoanaenns an aie 2.19 

Nica 1. cnc gbghiatiin ahesaioa geen somnannereet 2. 09 
Automotive mechanic, class A__.--_---_----- Se ae ere ae 2. 28 
cnc cies dane resvh cea oer he pdorgsmar inane 2. 38 

Woodyard: 
I a Ls a pn da elses ee vhs sob rempcagivin'gl ase RTOS 1. 80 
ia pele RE Ron eccncesasisd onphins as sais ae oh encom ae ees em aaa 1. 75 
eo Sep ents oon atc alee paemnapeedgea ae 1, 72 
ee ee ea in odoinn eeaienae eee 2. 33 
Sele a ee eres eae kn eos cen ha haar onal ied eseebietvobieee 1. 80 
a ie sioe es alesis Soap ot asappareatn 1. 76 
rrr ee eae ceneasdnmmeaapronscioviphageniensie LZ 
a eer ee ee aot oa ee aegis 1. 68 
race re eae er a St Se eine senna 1. 68 
ea anal ves cs ca decane oareeieie enna renee 1. 68 
I a a a eu ce aren cs oes aicalde essaiin iia imcogoisentma tga apves 1. 67 
a a I ca meta 1. 70 
iN rete amen on 8 Pepe y ot 9 Ona es eee eee pent RE A 1. 75 
a Os oh nine nadernet eae 1. 65 
ee te aceon tno ie eee a al assacmarie aecaeminanAaavebd 1. 78 
Ground wood: 

IR 0 rn er ee cn aes niga 2. 64 
Nears ior eee Porat ae cee aine me atanwask 1. 89 
I a Oe SE anlanstn chine diatacsemiitin 1. 81 
a a a ne ee eS ase einc matin 1.%2 
I i i ag al oe ora TE a ae ansacabar ing elena 1. 84 
I Oh ern err oS Ee eae 1. #2 
I a at er ernie Sete he ree bes bn re or a Ss on oon ae 
Neen ee eee ne eee te eT Te aed 1. 65 
I a a an a in i ro ec erapmniectnecds i, te 
Neen en en ee na eee ee amen 1. 67 
I rr ens a ieminieniiont 1. 72 
IN ct a oe Ecoles chtniven 1. 65 
I hats hl cl ae eid ad i ak lads dat call i ca ties nd te ta gtincniees Mamaia es 1. 82 
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Schedule 


No. 1 Kamyr machine Flakt dryer: rate: 
MAPHING- LOUGERBin antic ccnncddnucsnscadedabddanc eee am ~.J $2. 02 
Otrntasntccoddudautdiwnwadddanaavamadmditliinniaie tn. 2.00 
Laypoy--operatote iaso2 osncndcnscnde antssiasdanaddian TR 1. 75 
DORMGNIGR -vinscdostiek pense ncywdene: ss mal eee cata lawn secealone DRS. Js 1.73 
EOI cdc bars cs tn ee uch tie tae din otk ca wa a cl ss es asst a 1. 72 
ivOr 2 Meters machine: -Belore. .cccccncdcccsncudsdundsatos 1.71 


a Sa oc) | a evens me keeerernmn prey, £1 1. 86 
Chipper room : 


Teh Oe NNO RRONNO oct rather acne Sane cncdabl es incr int cr at i A 2.28 
Foreman SADR eecith codenamed 1. 88 
Bu a wanton sabe havent lanham ane -) ae 
Sorting — a at-bbscdedenndedhkadwe cadena ae eee 1. 68 


Laborers “ 
Sulphite mill: 


sais ai manne cca et ws aa aon di2UCL LU Jie See 9 eS 


Cooks 2. 43 
.38 
oe hatch tk as ca cs ss ds Sevag we 72 


2 
1 
1 
AGG WOR ORC a6 cc ieicicmccncncceenannanmuecerdnwaes. ee oe 2. 09 
aD ea na vnegs ang enceementatie east ecet 1. 83 
1 
5 
1 
1 


Cooks’ helpers—-— 


Cooks’ helpers (second) 


Blowpit and flat screen men____----_______- Sais oe a et ce cae 

ROIOII ON 6s cc ie ncnuicnitnne ddim nanee omaha eREee Ses . 68 

Utility man____-- {etched acctmac eas Seana nae aR eee ewe 
Beaters and mixing system: Broke beatermen___.-.._--.-_-.--§ -- -- ee . 85 
Paper machine room: 

Clegnera - 252.-25—.- Sn teats eau ash cs eh ENE scccsesncac eee 2. 04 


Pri See Sch teEE CSS Ae ete a ae mewn tae a 1. 76 
sgn lion tsa aise ck ake 1. 68 
Peewee’ Cher = <== oosoncckn eset See 1. 80 


Finishing room: 


See OPIN i a rn rr a ee eee 2. 00 
I ON i a a aw ore faa 2. 02 
SRSIRCR OTUOT CNIS = 5565 23 5555-6 24hos hoes eee 1.88 
Shipper - as gate to ec eren e eae 1. 92 
IIIT, CRN 5g scigtan sah sich ssn el basen Ss ietaaaaeaacapieimei 1.88 
Office clerk —___ as baad rear een nea a 1. 73 
Scalemen : SiS Sciam aD eee 1. 87 
| Headermen Son cectcaen cea ee cumnieen Ganaea a ee 1.73 


Blockers, roll jackers : ici chibi celal a ts cate eaae ate ee aaciecde aetna 1. 70 (1. 73) 
Broke hustlers__ ~~~ _-____ eccesdnn coswaas tm adeeb aks ee oe sae oad a 1. 70 


Wrappers be aaaas ee sera asa cael Sei sds Tcoerapscileee eo calmachiens ne eee 1. 74 
) Spotters =, ss ssi sl sek caps cee ci es ae cea ee 
| Roll stamper —___ ; Ts ack ach evap cs eget esata Gace ca ee 1. 74 
| Cleaners - pes ov escalator dite ok sd ices an eects cet eee ane 1. 65 
| CES Oiernioe WECHAMG. 8 oe ee 1.89 
Truckers and crane operators__-—- ca ok ii ceca aie 71.83 
) Warehousemen —___- wii absas aah eae. ps ogtasied shee ean aen sh ascii cee ae 1. 66 
, 3088S coremanh Resus ap as cans hohe as anche ia eal aaa 1.81 
) Coremen ; at ids i on Cail at Se aoe 1.70 
Boat winchmen aun tu csich wo acacia ca ep Diente etl ia ohegeetmadceceentameananiee an e 
) Boat spotters — weiss OE: CSS Sn ct Seca Pasar gst ae Se 1. 75 
Technical service department : 
Technical service clerk ~~~ ~~ __~ abi aisle stb Lae el peeree ee 1. 84 
Technical service -clertk+ypist.iui..<c. swum bucwtidenttaes 1.78 
Meter repairmen___ Juueddisde Jotul eteblielihbedsaamidiods HO8 
Special tester____- bieptb Stas. ewe oe elas ch ecctt hme sak aeanse  s e 1. 87 
Relief tester.......-~- ie dled a oh Rd cs aaah ales ae OR eee ee 1. 84 
Paper machine tester ihc ies sichinicadiy Sg ta telcack tolled eerie ss lee Sad 1.81 
Sulphite tester___ = Sang? cc TERE stelle ye ee ee 1.78 
Groundwood tester winds be a) POS Ap RET 1. 74 
General plant : 
Beer einaien vis ed Be) kU oaln gue aor sie 1 Js Me 2. 00 
Truckdrivers —..... ss ol Sle a cis sheen cla icc td 1, 95 
Truckdriver’s helper - ES J DS Se Be Se a ee ae 1. 72 


: 
‘ 
, 
, 


1 Effective Nov. 1, 1956, $1.85. 
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Schedule 
Yard: rate 
I i ss ouch ceiusdivn dblab tn wo tb vet ein B'SADIEAIS free TS $1. 95 





















































Ne eee cn aamhweknnaywi cipimsigs RSI Ate 13 
i onweenonkenns+enaakeune coe 
eo. cereale nmiioomemnnaweipbalenees . 81 
Blectrical department : 
ee  ewdianamowmedomewilaas nu wan 2. 87 
SES ee od dnbtasantieg = atieact Leask watts 2. 35 
Seeee emeeremence emectrcian........ .......-- ee ee i 2. 34 
Electricians : 
Caen nn nee na ceaes Ne adeeb pied Sold s4pidaah dined 2.31 
AEE RES arta Se olf errant en PP Oe 2.19 
SE SS eee eee eT rs 2. OO 
Electricians helpers: 
ee wicca cman attdbeniia iat Mem 2. 00 
a ee a ac ava see concen See ee eet ase 2 gd ot havasaicintanl on tara Pa A 1.88 
op Bt el a er a ere eee. ae 1.78 
Boilerhouse : 
acl ocean cake eneten Beaice ig 2. 64 
Locomotive crane engineers_____ Rian ae nicaencate attain cael ceed sec oameiniatal ere 
ar ere ieee eneneetinen ane mead 2.3% 
a stick a: ai cc oe So Sane duman metas Wiaanneae Ween koma 2. 2 
ec acc eee anise uated eas eaeidividee ane 2.11 
RE ae a IE ae pg ane al riajic bepipiaiea dean et ms oabche ieee 2. 0S 
Boilerhouse repairmen: 
a ee ost aencag curcgeneneronnacoceaens ii ekapvaaaiil 2. 28 
ee ag he anemia ee kininase 2.19 
a oa a aaa spigot be RT aE 2. 0 
Boilerhouse repairmen’s helpers: 
ee ee ee era siane emer 2. 00 
rc eae eaters ot ev tenons ani eed bani cianigrialin 1.88 
ee oon oe meee an tae ones eau on 1.78 
cer pate erhratoe alee eusenct oe anemenieeneteenanie Cau gmenia meagiaiaatie 1. 97 
ee ee nara inch ietuie ce asian caiterintsons monte a mate etaan iene 1. 87 
Refuse disposal men___----~---- Se pityn auntie crauiairecaaaene sass ceareene eran 1. 90 
i a Sacatela ea a lea aa PE eae sn ecanieyione te 
ae oN eas omen es asics esis pee peso sniebentin Se 2. 08 
te ere ea oe ange nen ona moaee 1.%8 
en NS er ea none aan aneotomies 1. 89 
eee ae ee SS ee oa ee 1. 82 
Coal dragline operator helpers_._-~.------------------------------ a. ee 


Shift differential 

1. Shift differential provided for in the agreement shall be: 5 cents per hour 
for the 4 to 12 shift and 8 cents per hour for the 12 to 8 shift. 

On the 6-hour schedule shift differential shall be : 5 cents per hour for the 2 p. m. 
to 8 p. m. shift, 5 cents per hour for the 8 p. m. to 2 a. m. shift, and 8 cents per hour 
for the 2 a. m. to 8 a. m. shift. 


Premium pay 
(a) A premium of 5 cents per hour shall be paid to painters while using spray 


guns. 
(b) A premium of 10 cents per hour shall be paid to employees while spraying 
B. S. M. 11. 


(c) A premium of 5 cents per hour shall be paid to all employees unloading 
sulfur boats or handling sulfur relative to unloading. 











j 
j 
i 
; 
: 
i 
i 
| 
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(d) An employee assuming a superintendent’s job for a period in excess of 
1 day shall receive 25 cents per hour in addition to his regular hourly rate for 
the period so worked. It is understood that the company reserves the right 
to determine when it is necessary to set up a replacement for a superintendent 
absent for 1 day or more. An employee assuming an hourly rated foreman’s 
job shall thereupon receive such foreman’s rate. An employee assuming a sal- 
aried foreman’s job shall thereupon receive 25 cents per hour in addition to his 
regular hourly rate. It is understood, also, that where current practice is more 
generous such practice shall continue. 

(e) A premium of 5 cents per hour shall be paid to all employees while working 
unloading coal boats. 


LABOR AGREEMENT BETWEEN THE GREAT LAKES PAPER Co., LTD., AND THE INTER- 
NATIONAL BROTHERHOOD OF PULP, SULPHITE AND Paper MILL WorKErs, Locan 
39, May 1, 1956, ro Apri 30, 1958: Tua AND RELATED PERSONNEL 


1. Although captains are not part of the bargaining unit, they may be non- 
participating, nonattending, dues-puying members of local 39, solely for the 
purpose of maintaining seniority. 

It is understood that mates and engineers shall be promoted to the jobs of 
captains and chief engineers, respectively, when a vacancy occurs, provided they 
have seniority and the necessary qualifications. 

2. The form of contract for use between the company and contract personnel 
on tugs is to be mutually acceptable to the company and the union. It is agreed 
that when engaging such personnel who are out of town at the time the contract 
is made, the company will send a copy of the contract to the union when it is 
submitted to the employee for signature. 

3. The company will deduct union initiation fees from the first paycheck of 
personnel on tugs who are prevented by tug operations from attending meetings 
of local 39. 

4. Overtime rates of pay for all tug personnel, alligator employees, gas boat 
operators, raftsmen, and weod pickers for work done after 8 hours in any 1 day 
shall be computed on the basis of straight-time rates exclusive of board or living 
allowances, and shall be in accordance with the accompanying schedule “A.” 

5. For the purpose of income-tax deduction from pay checks of all tug person- 
nel, board or living allowances shall be taken as authorized by the taxation 
authorities. Rates currently authorized are, $45 per month for licensed personnel 
and $30 per month for unlicensed personnel. 

6. In lieu of the 40-hour work week, it is agreed that all noncontract tug 
personnel shall receive time off with pay at the end of the season computed as 
follows : 

(a) After 3 months continuous service—4 days, and for each succeeding 
month of work, 2 days. 

(b) In the case of cooks and mess boys (or porters) after 3 months of 
continuous service—10 days, and for each succeeding month of work—314 
days. 

7. Spring-filled mattresses will be supplied to all tugs. To insure proper care 
of mattresses, each tug employee will have deducted from his first pay check a 
deposit of $10, and this deposit will be returned at the end of the season provided 
that the mattress is left in good condition, normal wear excepted. The captain 
will decide whether the deposit is to be refunded or not. 

8. Living allowance for all tug personnel will be $4 per day when the galley is 
not in operation. It is understood, however, that should the company decide 
not to operate the galley and to revert to the method of operation in effect during 
the 1954 season, the living allowance will be reestablished at the rate of $1.50 per 
day during operations. 

9, The accompanying schedule A contains all rates effective for the 1956 
season for contract tug personnel and effective from May 1, 1956, for non-con- 
tract tug personnel, after providing for a general increase of 12 cents per hour 
and an increase of 3 cents per hour for the mechanical trades, 

A further increase of 5 percent will be made in the rates contained in schedule 
A, effective for the 1957 season for contract tug personnel and effective from 
May 1, 1957, for noneontract tug personnel. 

10. It is understood and agreed that all conditions of work as provided in the 
present Mill agreement shall apply except where such are at variance with 
existing conditions or practices applicable to employees covered by this present 
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agreement. Rates of pay are predicated on a 8-hour work day and a 56-hour 
work week, with the exception of those for raftsmen and gas boat operators in 
town whose daily pay is based on a 48-hour week and those for the mill pond 
crew whose hourly rates are based on the 40-hour week. 

11. It is agreed that at the end of each season the company and the union 
will meet and settle any local adjustments which require attention so that both 
parties will be aware in advance of the rates and working conditions applicable 
to the next season. 


SCHEDULE A 


| 
Monthly} Hourly 

















Chris M:1 
Ist mate, with master’s license; on season contract-_-_..-..-...-.-.--...------.--- $388. 05 $1. 62 
Ist mate, with mate’s license; on season contract ._ ~~~ --- eietaecties | 351. 30 1. 46 
Ist mate, without license; per month without contract. cond sonswest’ ana 1, 48 
2d mate, with license; on season contract... _....--.--.--.----- SBI -| 328.37 1. 37 
2d mate, with license: per month withont oontract.....-....<35 ~~~ <5 aniseed cacnws 354. 45 1.48 
2d mate, without license; per month without contract -.-_-..................--...| 328.37 1.37 
Chief engineer, 2d class license (steam); on season contract _._- -- 469. 16 1,95 
2d engineer, with 2d class license; on season contract_..............-----.-------.| 395.33 1. 65 
2d engineer, with 3d or 4th class license; on season contract.....-.....-...-..-.--| 358. 58 1, 49 
3d engineer, with license; on season contract __-..-...----------.---- See | 335. 65 1.40 
3d engineer, with license or permit; per month without contract - _- . 335. 65 1. 40 
CRESTOR THOT GROWER 6. oo 65 ois 9 nis ha hdd je cde Sh stu) wells hia dc ae mlUavenad 301. 04 1, 25 
So bei tebpreeneneie i Si 285. 36 1.19 
Deckhands; per month. ------- Seeetndee ahaa ce iceciaied ited aa ene at 255. 96 1.07 
Spee RIEL S loci ANd ie ek as abe Saeed HE eds 326. 31 1, 36 
Mess boy or porter; per month....-....-..- habs lee beetmadhn ddbibemebhisieesdassé | 251.76 1.05 
Esther S: | 
Mate, no license required; per month without contract, plus board --_.--_-- 322. 11 1. 34 
2d mate, no license required; per month without contract, plus board............| 301.11 1. 25 
Chief engineer, 4th class license; per month without contract, plus board -- --- --| 420. 94 1.75 
Chief engineer, 3d class license; on season contract, plus board _- saesa 441.04 1.84 
24 engineer with license; on season contract, plus board_...........--.----- | 355.43 1, 48 
2d engineer with license; per month without contract, plus board --- abt 222) 355. 43 1.48 
2d engineer with permit; per month without contract, plus board_...-._..--.--- 334. 43 1,39 
2d engineer with license; on season contract, plus board_.-.....-.---- ia aa aan | 334. 43 1.39 
3d engineer with license; per month without contract, plus board _- ‘ 334. 43 1.39 
3d engineer with permit; per month without contract, plus board__......~...-..- | 413. 48 1. 30 
PIE ONE SIRE OD FN ad eal ep lamnln= ghindacuebmamdscdes asses 255. 96 1.07 
Cook; per month, plus _ _. § ee es Se les te aaa . 326. 31 1.36 
Glen @G: | 
Mate, no license required; per month without contract, plus board..............| 322.11 1. 34 
Chief engineer, 3d class license; on season contract, plus board. - sais seng'u pide] « ee 1.79 
2d engineer with license; on season contract, plus board - adiaah : 344. 93 | 1. 44 
2d engineer with license; per month without contract, plus Beardie. or. 344. 93 | 1. 44 
2d engineer with ae per month without contract, plus board... ssaavsccs| | SRS 1.35 
3d engineer with license; on season contract, plus board : : | $23.93 1.35 
3d engineer with license; per month without contract, plus board.____- aims 323. 93 | 1,35 
3d engineer with permit; per month without contract, woe board. 302. 93 1. 26 
Deckhands; per month, plus board _ seacbiibetaamene ek 255. 96 1.07 
Cook; ; per month, plus board_........------- te ee 326. 31 | 1. 36 
Mae Mac 
Engineer, no license required; per month without contract, vane board__ --| 362. 99 1. 51 
Raftsman; per month, plus board....-._.---- shies | 329. 46 1. 37 
Gas boats: | 
Operator, out of town; per month, rit sb ds acne aeeaiamdpibannens a 329. 46 1, 37 
Cperster, in town; daily rate, per BEL EEE ee PL ai 13. 69 | 1.71 
Wood picker; base rate, per day. __---- -| 12. 72 | 1. 59 
Wood picker; after 1 full season’ s experience with Great Lakes Paper, per ‘day. 12. 93 1.62 
Raftsmen: 
ROAR Si cincecicun Shin beedsl Cis QUAL Weds tindowovies.is , 12. 93 1. 62 
After one "full season’s rafting experience with Great Lakes eee per ean Le sein 13. 35 1. 67 
eine se enthused aehatmhenbanintdamaeedaniok isan 329. 46 1. 37 
Base rate, per day, on 40-hour week. } 13. 67 1.71 
After one full season’s rafting experience with Great Lakes Paper, per ‘day, 40- -hour| | 
NR etek hs its daceet gp ligbadaleuandegle ss bugs riddeNiedhd nenadtieddieined= 14.09 1. 76 
i in re NaS RE et NE MA AIT SAIL EON LLC, TN 1. 67 
Mill pond: 
CNN ie bak Sto sie oe As: ec Le css dalle : pusek is é 1. 94 
AIG oni - edad - psa elobiieg at eet ee ee een -- cannes mate « 4h—ais fins 04 ond | 1, 70 
i (ion ohn ei0c. clam ok sess bebae henna pnecybhahanmeybshnwsinsases Me ire ibis | 1. 68 


1 All rates on Chris M are in addition to free board. 
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IMPORTANCE OF NEWSPRINT INDUSTRY TO Economic, Social, AND EDUCATIONAL 
DEVELOPMENT OF OUR COUNTRY 


I think I should point out what the newsprint industry has contributed to the 
economic, social, and educational development of our country. 

In the early days of our Republic, paper was made by a slow, laborious hand 
process. The amount of paper that conld be made by that process was never 
enough to supply the demand. Consequently, paper was very expensive. During 
the Revolutionary War and long afterward, paper was a luxury that only the 
well-to-do could afford. 

About 1800, a Frenchman by the name of Louis Robert invented the paper- 
making machine in France. The paper machine revolutionized the art of making 
paper. The first paper machine ever installed in America was in a mill at 
Saugerties, N. Y., in 1827. Of course, those early paper machines were small 
and did not produce very much paper in comparison with the machines of today, 
but they did make more paper than could be made by the hand process. 

Forty years after the first paper machine was installed in the United States, 
another great advance was made in the art of making paper when the first wood- 
pulp machine started operating in Curtisville, Mass., in 1867. These pulp grinders 
were imported from Germany. The pulpmaking machine made it possible to 
make paper from woodpulp. Prior to that paper was made from rags, straw, 
and other materials. 

The invention of the paper and pulp making machines gave the industry an 
abundant supply of raw material. Paper manufacturers began to exploit our 
forests, so that low-cost paper could be available for the growing printing indus- 
try. Canada offered a great field for exploitation—exploitation of the virgin 
forests, exploitation of the good rivers and waterfalls, which are so necessary 
for the manufacture of paper, and exploitation, so the mill owners thought, of a 
plentiful supply of labor who knew not union. However, unions have a way of 
making themselves known to the workers. The two international unions in the 
pulp and paper industry sent their organizers to Canada and, today, the workers 
in Canada, making newsprint paper, stand shoulder to shoulder in trade-union 
solidarity with the workers in the newsprint paper mills in the United States. 

As time passed and as the appetite of American publishers for low-cost paper 
increased, they started an agitation to remove the duty on newsprint paper. 
They finally succeeded in having the duty removed in 1911, under the administra- 
tion of William Howard Taft. The removal of the duty on newsprint paper re- 
sulted in a gradual decline of the newsprint industry in the United States and the 
development of the newsprint industry in Canada. 

In recent years it has been found possible to make newsprint from southern 
pine. This has led to the building of a number of mills in the Southern States, 
and plans are made for more to be built. It now seems possible that the United 
States newsprint industry will regain a goodly part of the ground lost in past 
years. 

From the foregoing, the members of your committee, Mr. Chairman, can see 
that our newspapers, with their daily circulation running into the hundreds of 
thousands, would not occupy the proud position that they do today, but for the 
genius, the skill, the brain, and the brawn of men who have built and operated 
the pulp and paper industry. The phenomenal growth of the printing industry 
in the United States has been based upon the production of low-cost paper. 

Once more I wish to stress the fact that the newsprint industry has no tariff 
protection. The American publishers can buy their paper wherever it is made 
in any part of the world, and it can be brought into the United States entirely 
free of duty. I doubt very much if any industry that has to compete with the 
whole world in this manner, is going to be able for very long, to sell its products 
at a price that will enable it to earn too large profits. The law of supply and 
demand will take care of that. 

It is true that in recent years the price of newsprint paper has been increased 
substantially. The principal reason for this is the enormous worldwide demand 
for newsprint paper. Whether or not the increases in the price of newsprint 
paper have been greater than the increases of other commodities, is a question 
that I cannot answer. However, I have my doubts that this is the ease. 

It is well to remember, too, that it is not so many years ago that the newsprint 
producers had to Sell their paper at ruinous prices. The commodity newsprint 
paper was in no great demand and, therefore, the producers had to take one 
price reduction after another aud the workers had to take one wage reduction 
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after another. The situation is now reversed. There is now a great demand 
for this commodity; and both the producers and the workers in the mills are 
profiting from this favorable situation. 

In conclusion, gentlemen of the committee, I wish to state that I have been 
an active member of the union I represent for more than 50 years. I made 
my first trip to Washington in 1911, when the men who headed the International 
Brotherhood of Paper Makers and the International Brotherhood of Pulp, Sul- 
phite and Paper Mill Workers at that time, brought committees from the mills 
to appear before the Senate Finance Committee in opposition to the removal 
of the tariff on newsprint paper. I have followed the fortunes of the newsprint 
industry ever since. This industry has not had many periods of prosperity 
during the long stretch of time that has elapsed since 1911. 

Before the First World War business in the industry was not good, profits were 
small or nonexistent. When the unions were able to negotiate wage increases 
of 2 cents an hour, their leaders were hailed by the members with great acclaim. 
With the outbreak of World War I, the situation changed. During the war 
years, and for 2 or 3 years afterward, the industry knew prosperity. There 
were increases in prices, profits were made, wages were increased, and both 
the companies and the workers enjoyed good times. 

However, in 1921, there was a recession, which lasted for about 2 years. 
Prices were reduced, wages were drastically reduced, and there was a large 
amount of unemployment in the industry. However, there was a moderate 
recovery during the administration of President Calvin Coolidge. Then came 
the great depression. I think it unnecessary to elaborate upon what happened to 
the newsprint paper industry and to the workers in the industry during those 
dreadful years. Unemployment and part-time employment were widespread, 
mills closed down, and many of the large companies went into bankruptcy: 
For 3 straight years the workers had their wages reduced. During these years 
minimum wages were as low as 35 cents an hour in northern mills and from 
25 to 30 cents an hour in southern mills. Then came the administrations of 
President Franklin D. Roosevelt, with the National Industrial Recovery Act 
and other social legislation ; and the newsprint industry and all other industries 
began gradually to recover. 

However, it must not be assumed that the social legislation passed by Franklin 
D. Roosevelt and a liberal and’ progressive Congress pulled our country com- 
pletely out of the depression. Sadly, we must admit that it was World War II 
that brought prosperity to the industries of America, including the newsprint 
industry. We have had good times ever since Hitler attacked Poland upon that 
fateful September 1, 1939. 

I realize this statement is rather long, but there is the story as I see it. I 
have tried to make it factual in every detail. 
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FEBRUARY 28, 1957 


Untrep Strares SENATE, 
COMMITTEE ON INTERSTATE AND ForEIGN COMMERCE, 


Washington, D. C. 


The committee met, pursuant to adjournment, at 2:45 p. m., in 
room G-16, Capitol Building, Senator Warren G. Magnuson (chair- 
man) presiding. 

The CHatrman. Mr. Mueller, we will be glad to hear from you. 


STATEMENT OF FREDERICK H. MUELLER, ASSISTANT SECRETARY 
FOR DOMESTIC AFFAIRS, UNITED STATES DEPARTMENT OF 


COMMERCE 


Mr. Mvetter. Shall I proceed, sir? 

The CuarrMan. Yes; go right ahead. 

Mr. Muetter. I am glad to have the opportunity to discuss with 
you the general subject of newsprint supply and demand, which has 
been a matter of interest to several congressional committees over a 
period of many years. Going back to 1950 we find that the Depart- 
ment of Commerce presented a lengthy statement on Newsprint Paper 
Supply and Consumption of United States and Principal Foreign 
Countries to the House Committee on the Judiciary. That particular 
study incorporated all available historic data going back as far as 
1899. 

In 1952 the Department of Commerce submitted a detailed Study 
on Newsprint Expansion to the Committee on the Judiciary, House 
of Representatives. This particular report included information on 
availability of timber for newsprint as well as a detailed assembly 
of information concerning bagasse as a raw material for newsprint. 

In 1954 the Department prepared a study on the subject. Newsprint 
Production From Hardwood. This rather elaborate study brought 
together a vast array of domestic and foreign information on proc- 
esses and methods of manufacturing hardwood species into suitable 
woodpulp for use in paper and paperboard, with particular emphasis 
on newsprint. 

In January 1956 a Preliminary Report—Newsprint Production 
and Supply was submitted to the Congress. This study provided an 
estimate of supply and world demand for 1956-58, with separate esti- 
mates for United States production, imports, exports, and consump- 
tion for these same years. 

During the year 1956 the Department of Commerce submitted five 
supplemental reports on the newsprint situation. The last supple- 
mental report, No. 5, was submitted late in December 1956 and in- 
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cluded estimates of 1956 and 1957 newsprint supply and consumption 
base upon 10 months’ data for 1956. 

The above résumé covering the past 7 years demonstrates that the 
Department of Commerce provided comprehensive, factual informa- 
tion in this field helpful not alone to the Congress, but also to private 
industry. 

We believe that this material on newsprint prepared by the Depart- 
ment of Commerce has contributed, in some degree, to the very rapid 
increase in the production of newsprint in the United States during 
these past several years. The use of hardwoods in pulp and paper 
manufacture in this country has grown rapidly. 

One large United States manufacturer pioneered in the use of 
hardwood and has installed 2 new paper machines within the past 3 
years to manufacture newsprint, and uses hardwood pulp extensively 
in the process. Other newsprint mills, including some of the Cana- 
dian mills, are also using large quantities of certain species of hard- 
woods. 

While the production of newsprint from bagasse in the United 
States generally is considered to be uneconomic at the present time, 
one comparatively small new mill, the Valentine Pulp & Paper Co., 
was built at Lockport, La., in 1954, to pulp bagasse for the production 
of newsprint. Some of the production of this mill has been of a 
erade of paper similar to standard newsprint and has been used by 
some southern newspapers. 

While this mill continues in operation, it is not producing news- 
print, but other grades of printing papers. In certain other countries 
where economic conditions warrant, a considerable percentage of 
bagasse pulp is used in production of paper. 

Over a period of many years there has been considerable research 
on the possible utilization of wastepaper in the production of news- 
print. About 1951 two domestic companies received tax amortization 
certificates for newsprint mills using wastepaper but the certificates 
were canceled as the companies did not proceed with their plans. 

To date it appears that no process for the production of newsprint 
largely from wastepaper has been found competitive with or_com- 
parable to newsprint manufactured from primary wood fiber. How- 
ever, at the present time the Newark News, Newark, N. J., has under- 
way plans to build a newsprint mill utilizing returns—unsold news- 
papers—to be built near metropolitan New York. 

Senator Purtety. May I interrupt a minute? 

The Cuarrman. Yes; go right ahead. 

Senator Porretn. What was the effort to determine, whether or not 
this was feasible? 

Mr. Muetzer. I think up in Syracuse University—I believe it was, 
sir—they ran some tests on a research basis and determined it was 
technically possible. It could be done. It is perfectly feasible. 

Senator Purreiy. With the equipment then available or that would 
be required ? : 

Mr. Mueuuer. I imagine it was on a laboratory basis that it was 
determined, 

Senator Purretst. Was this extensive research in the field? 

Mr. Mveturr. As far as I know, sir, the research was conducted to 
a point where it was determined that it was sufficient for the purpose. 
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The Cuamrman. The publisher of the Newark News testified yes- 
terday that he felt the plant was going to get ready to go into operation 
and the plans were pretty well am didn’t he? 

Mr. Mvuetier. Yes. 

The Crarrman. Based upon the university studies? 

Mr. Mvetter. Yes. 

Senator Purrety. I am sorry I couldn’t be here at that time. Un- 
fortunately we have other committees going on all the time, so yo" 
hop from one to another, if you can. 

Mr. Mouerirr. Should I proceed, sir? 

The Cuairman. Go right ahead, yes. 

Mr. Mvettrr. In February 1956 the Department of Commerce sub- 
mited its Supplemental Report No. 1, Newsprint From De-Inked 
Paper, which was a summarization of tests made at the New York 
State College of Forestry, Syracuse, N. Y., in January 1956, relative 
to the process developed by Mr. Richard B. Scudder, publisher of 
the Newark News. During this past year trade reports indicate that 
Mr. Scudder has arranged for a plant site but actual construction of 
the mill has not get started. 

While substantial quantities of secondary fibers such as wastepaper, 
rags, bagasse, and straw are used in the manufacture of various paper 
and board products, the production of newsprint in the United States 
and Canada at the present time is entirely Pecie virgin woodpulp. 

The Forest Service, Department of Agriculture, supplied a sum- 
mary statement on timber supplies for newspaint production in the 
United States which appeared in our report of January 10, 1956. 
The Forest Service stated in part: 

With present trends in forestry, existing supplies of standing timber in the 
United States plus prospective growth appear adequate to supply increased 
demands for pulp and paper as well as modest increases in demand for other 
forest products over the next few decades. 

The Cuarrman. Of course all the evidence is that that doesn’t 
apply to newsprint. The shortage of course is apparent to everybody 
for newsprint. 

Mr. Mueuier. Of course there is in certan sections of the country 
where the annual growth 

The CuarrMan. Annual growth overall. 

Mr. Muetier. Because of the freight situation that enters into it. 

The Cuarmrman. And the fact that a lot of the timber they are 
talking about is tied up, not available, for newsprint. 

Mr. Muster, That is right. 





NEWSPRINT EXPANSION GOALS 


The 1952 expansion goal program authorized by the Office of Defense 
Mobilization in conformity with the Defense Production Act estab- 
lished a United States newsprint-expansion goal of 494,000 tons by 
January 1, 1956. Nine domestic companies receive tax-amortization 
certificates under this expansion goal. The total tonnage involved 
amounted to 571,000 tons. The excess over the program level of 
494,000 tons was due to the final tax-amortization certificate granted 
for building a 155,000-ton mill near Juneau, Alaska. 
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Two companies returned their tax-amortization certificates, which 
covered 16,000 tons. Actual capacity expansion to date under this 
494,000- ton goal has thus amounted to 400,000 tons. 

Alaska is “frequently mentioned as a site for new newsprint mills. 
In addition to large pulpwood-timber resources, Alaska has the poten- 
tial for the dev elopment of adequate hydroelectric power. There is 
also an abundance of pure, fresh water for processing purposes. Har- 
bor and port facilities for coastal, intercoastal, or transocean shipping 
are feasible. On the other hand, labor costs, construction costs, and 
shipping costs in Alaska are higher than in the Pacific Northwest of 
the United States, or in western “British Columbia. 

The Georgia Pacific Corp. received a preliminary Alaskan timber 
award from the United States Forest Service in 1955. 

The Crairman. Let me, Mr. Mueller, ask you right there: I suppose 
the best evidence would be from the Defense Mobilization Office itself, 
but it has been customary to encourage more newsprint mills upon an 
adequate showing to give them tax- amortization certifies ates; hasn’t it ? 

Mr. Mvetter. Yes, sir. The establishment of the goal is based, of 
course, on mobilization requirements, because it is under the Defense 
Production Act. 

The Cuatrrman, But they have been quite liberal, I think when we 
have a shortage, in issuing tax-amortization certificates ? 

Mr. Mve.irr. As long as it is for defense potential, sir. 

The CHarrman. By reason of newsprint shortages which we had 
during the war. 

Mr. Mvetier. That is right. Newsprint has been determined as 
one of our military requirements. 

The CuHarrman. But for some reason or other, even though this is a 
tax benefit, some of the companies that did have accelerated tax cer- 
tificates returned them. 

Mr. Mvuetier. Two small ones. 

The CuatrmMan. We had testimony that Crown-Zellerbach turned 
back $16 million. 

Senator Purrety. In 1951. 

Mr. Mveuier. That was prior to this new goal. The new goal was 
established, as I say, sir, and the tax certific: ates had to be taken out 
by January 1, 1956. 

The Cuimman. The point I am trying to bring out is, if there is a 
valid application, under the present Situation or during the past 2 or 
3 years, to finance some more newsprint mills, there has been encour- 
agement for tax-amortization certificates? 

Mr. Mvetier. Mr. Chairman, J must say I agree with you except it 
must be for the defense requirements. 

The Cuarrman. I understand. 

Senator Purrert. Apparently there is still about 20 percent of that 
494 that hasn’t yet under those final amortization certificates gotten 
into production. 

Mr. Muettrr. The Georgia Pacific still has that tax amortization 
certificate for the starting of that mill in Alaska. That would more 
than equal the goal. They still have until August 1. I believe that is 
further on in my testimony, sir. 

The Cuamman. Go right ahead. 

Mr. Mvetier. This company also received a tax amortization cer- 
tificate in 1953 for the construction of a large 500-ton daily capacity 








NEWSPRINT INQUIRY 205 


newsprint mill in Alaska. In late 1956 this company was given an 
extension of time for their certificate by the Office of Defense Mobili- 
zation, through August 1957. To date no actual construction has 
been initiated. 

At the present time there are no paper mills in Alaska. However, 
there is one pulp manufacturer. The Ketchikan Pulp Co., Ketchi- 
kan, Alaska, completed construction and started operation in 1954 
of a large new mill capable of producing 400 tons per day of dissolv- 
ing woodpulp. This grade of pulp goes largely into such uses as 
rayon, acetate, cellophane, and plastics. Newsprint, as you know, 
requires largely groundwood pulp which consumes large quantities 
of power. 

On the back of my testimony you will find two charts. I would like 
to call your attention at this time first to the newsprint paper, United 
States Supply and Sources. You will note a graph from 1950. 

The Cuatrman. The last page? 

Mr. Muetier. Yes. Total United States newsprint capacity has 
risen from 1,050,000 tons in 1951 to 1,540,000 tons in 1955, an increase 
of 490,000 tons, or about 50 percent. 

During the year 1956 it is estimated that the United States news- 
print capacity increased by an additional 140,000 tons over 1955 to 
1,680,000 tons. 

Thus during the past 5 years, domestic newsprint capacity has in- 
creased approximately 630,000 tons. Actual domestic production in 
1956 was 1,615,349 tons, somewhat underrated capacity, but 10.7 
percent over actual performance in the previous year. 

The Cuarrman. I note in your chart the interesting thing there, 
beginning in 1945, right at the end of the war, the rise in the Canadian 
production, and then the lack of rise in the domestic production, but 
it is starting up since 1955. 

Mr. Mvetier. Yes, since, I would say, around 1953 is when it 
started. 

The Cuamman. Which isan encouraging factor. 

Mr. Mvuetirr. It isa very encouraging factor, sir. 

During 1957-58 and 1959 a preliminary estimate indicates a further 
addition to United States newsprint rated capacity of over 700,000 
tons, bringing total United States rated capacity to about 2,400,000 
tons by the end of 1959. Between 1950 and 1959 about a quarter- 
billion dollars will have been invested in the United States by private 
industry in new plants and equipment for the production of news- 
print. 

Senator Purrenn. May I interrupt a minute? There are no certifi- 
cates of necessity, of course, being issued for that addition—— 

Mr. Muetrrr. No, sir. 

The CHarrmMan. How does that 2,400,000 tons at the end of 1959— 
does ‘hat coincide with Cranston Williams’ testimony, or is his a little 
higher? 

Mr. Mvetter. I think it pretty generally 

The CHatrMan. It is pretty close to it; isn’t it? 

Mr. Murturr. Is it pretty close to it. There are two sets of figures. 
We have tried to confine our figures entirely to newsprint. They 
have a combination in their figures sometimes of newsprint and other 
printing papers that are produced in the same plant. 
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CONSUMPTION 


United States newsprint conswnption reached an unprecedented 
volume of 6,484,000 tons in 1955 and another new high of an estimated 
6,800,000 tons in 1956. I don’t believe we have the final figures, but 
it will be very close to that. 

More might have been consumed during 1955—this is conjecture— 
and the first half of 1956 had the newsprint been available. 

According to the American Newspaper Publishers Association, pub- 
lishers’ inventories were depleted during 1955 to a November low of 
27 days’ supply, or 408,207 tons, which, from the publishers’ viewpoint, 
is dangerously low. 

The Cuatreman. Of course, Mr. Mueller, that is the trouble with a 
lot of our figures here—our figures of consumption. It might have 
consumed a great deal more if more newsprint was available, but it 
just wasn’t there. 

Mr. Muruixr. Of course, we could believe that. 

The Cuairman. But we are using all the newsprint we are pro- 
ducing. 

Mr. Mvueuier. That is right. 

The CHarrman. The inventories are much lower than publishers 
normally feel is a safe inventory to have. 

Mr. Mveuier. It was at that time, in November 1955. Let me go 
on, sir, because I cover that. 

The production facilities of a newspaper are flexible and susceptible 
to prompt expansion, but a newspaper does not carry on a day-to-day 
operation at full press.capacity, Reserve capacity must be maintained 
to meet sudden upsweeps in demand. 

For the same reason, a newsprint reserve also must be maintained, 
The publisher endeavors to do this by long-term contracts and by 
maintaining approximately a 45-day inv entory as 2 cushion against 
strikes, fires, or any unexpected interruption in delivery. 

At the beginning of 1956, despite the fact that many newsprint mills 
were straining their operations to exceed previously demonstrated 
capacity, many publishers were faced with unanticipated require- 
ments, delays in deliveries, and contract cutbacks, and considered it 
necessary to enter the spot market at prices ranging substantially 
above North American contract prices. A situation of this type has 
a tendency to discourage the ek ta ct of new newspapers. 

Senator Purren. May [ interrupt a moment there because we are 
getting into an area that interests me ver vy much. 

Have you any idea of what was available percentagewise of the total 
production in the spot market ? 

Mr. Mvewwrr. t think I will cover that, sir, in the rest of the 
testimony. 

The Cnairman. If you don’t cover it, could [ask this question: If 
all of the mills are selling their capacity, which apparently they 
re—— 

Mr. Mvetier. They have been. 

The Cuatrman. They have under contract and otherwise, required 
to deliver X number of tons, and their customers are looking for news- 
print. Where does newsprint get into the gray market? Where does 
it come from / 
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Senator Purreti. I was leading up to that in my question. 

Mr. Mvetxer. Finland, Spain, from other countries mainly. 

The Cuarrman. And brokers—paper brokers ? 

Mr. Mvuettier. That is true, of course. That is the great American 
custom. 

The CuarrmMan. Someone might have bought it wp and had 
stored ? 

Mr. Muewier. That is right. 

The Cuairman. But generally speaking, I think the record should 
show that the Canadian and American production of newsprint, even 
as of today, is pretty well taken. It would be pretty aird for much 
of that to find itself in a gray market. Would that be correct ? 

Mr. Mveuirr. I would think so. It is pretty well contracted. I 
think over 90 percent of the production is contracted on long-term 
contracts. 

Senator Purretn. That is what I was trying to get at. In other 
words, about 90 percent is contracted for directly by the user of the 
newsprint, the newpaper, with the mill. 

Mr. Mvewirr. I won't say necessarily with the mill. With the dis- 
tributors. 

Senator Purrett. All right. Now we are getting into the brokerage 
end, aren’t we ? 

Mr. Murrier. There is a certain amount of this, I assume, that is 
distributed through brokers. Let’s say through warehouses and dis- 
tributors who perform an economic function, 

Senator Purreit. Yes, I understand that. Are you in a position 
to tell us whether a good many of the smaller users of newsprint find 
it better to buy through the broker / 

Mr. Mveuier. I would rather ask our experts on that. 

Senator Purrei.. I didn’t know whether you were the man to ask 
it of or not. But it is something we would like to know. 

The Caarrman. They would almost have to. 

Mr. Mueturr. I believe my general knowledge of business is such 
that I would think the small newspapers would buy primarily through 
distributors or jobbers because the jobbers then carry the stock for 
them and they don’t have to make the investment either in warehouses 
of their own or inventory. 

The CHairmMan. Surely most weeklies do that. 

Senator Purret.. I would think so. But you think about 10 per- 
cent probably flows threugh brokers, or so-called distributors or 
jobbers ? 

Mr. Mvurtirr. There may be more than that. 

Senator Purrett. You don’t know? 

Mr. Mveturr. I said 90 percent is on contract. The contract might 
be with the mills, it might be with brokers. 

According to the American Newspaper Publishers Association 
around 180,000 tons of newsprint were attracted to this United States 
spot market from England, France, Austria, Italy, West Germany, 
and Japan. Another 75,000 tons were sold in the spot market by paper 
mills that do not normally produce newsprint. 

In other words, it became so attractive that people who don’t ordi- 
narily make newsprint paper were selling a higher quality paper for 
that purpose, 
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The Cuatrman. I hope we do not let Japan take logs out of Alaska 
and then bring them back as newsprint and come over here and sell 
it on the gray market to us. Sometimes those things happen. 

Mr. Mvue.trr. That has happened. 

Senator Purrett, This would be a superior type of newsprint be- 
-ause of their equipment ? 

Mr. Mueuter. That is right. 

Senator Purrety. It would ordinarily be used in another market ? 

Mr. Mur.ter. It would be used in a finer finished paper, yes. It 
would not be used ordinarily for—you probably, sir, have seen weekly 
papers that have been published on a little bit finer paper—I know 
I have—than on ordinary newsprint. Probably that was the result of 
their inability to get the ordinary newsprint paper and they had to 
go out and get a little higher grade paper. 

Other tonnages were diverted to the spot market by export agencies 
and paper merchants. The associ iation—again I am speaking of the 
American Newspaper Publishers Association—estimated that approx- 
imately 400,000 tons of newsprint were sold in the United States spot 
market in 1956 above contract prices. There are no Government 
statistics showing spot market tonnage versus contract tonnage. 

Senator Purrett. And the total sales here 

Mr. Mvuetter. Six and a half million dollars—6 percent. 

Although the larger metropolitan newspapers consume the major 
share of the newsprint used, smaller publishers frequently feel the 
fluctuations in the supply- -demand situation as much or even more. 

During 1955 and the first half of 1956 the Department of Commerce 
received through Members of Congress and direct from publishers, 
requests for assistance in obtaining newsprint. Through the coop- 
eration of the American Newspaper Publishers Association and vari- 
ous State publishers associations, arrangements were made to assist 
any established newspaper that might be facing suspension of pub- 
lication because of delays in shipment of newsprint or other unfore- 
seen emergencies. 

During the last half of 1956 the newsprint situation appeared to 
have been eased. Inventories, as reported by the American News- 
paper Publishers Association, increased _to 585,611 tons, or 44 days’ 
supply, in December, an increase of 177,404 tons over the 34 days’ 
supply reported for December 1955. 

No requests for assistance have been received in recent months. Im- 
ports attracted by spot market prices have declined in the last half 
of 1956. The position at the end of 1956 seemed to be in fairly close 
balance. 

Senator Purrety. This is during the time, incidentally, when in- 
creases in prices are being put into effect, too? 

Mr. Muruirr. The increase in price, I believe, is imminent right 
now. I believe it goes into effect tomorrow. 

The Cuamaan. Even the last one took it up today. Coosa River 
Newsprint Co. announced an increase of $5.50 a ton. 

Mr. Mue.ter. They are all under it now, apparently. 

The 1957 outlook is for a continued high level of business activity. 
An increase in newspaper advertising volume is indicated for the ye: ir, 
with a corresponding rise in newsprint consumption to around 7 
million tons. 
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PRICE 


Newsprint, similar to cotton, wool, and coffee, or tin and copper, 
is an important commodity in international trade. In 1955 there 
was a world newsprint production of 12.7 million tons. Canada led 
with a production of 6.2 million tons, followed by the United States 
with an output of 1.5 million tons. A number of other countries 
are also significant producers, such as the United Kingdom, Finland, 
Japan, France, Sweden, and others. 

During 1955 the United States consumed 6.5 million tons. 

The CHarrman. I think that is a significant figure, too. Iam glad 
you are getting it into the record. We are consuming right now al- 
most half of the newsprint that is manufactured in the world. 

Mr. Muexter. Fifty percent—more than half. 

The CHarrman. In the world. We consume half of the world 
newsprint. 

Mr. Mvurtier. Even though the United States is by far the major 
single consumer in the world, other countries account for about one- 
half of the total demand. This situation would seem to us to reflect 
that the relative balance between world supply and demand would 
have a general bearing upon the newsprint price structure. 

According to items appearing in the daily press, various percentage 
increases of the present price of newsprint compared to the earlier 
years have been cited. 

_I would like to have you turn now to our price chart, if you will, 
sir. 

Comparing the BLS December 1956 average, United States price 
of $130 a ton, with a low point of 1934 of $40 a ton would show an 
increase of 228 percent over a period of 22 years. 

However, if one wished to compare the present price with that in 
1920 of $112.60, the increase would be 16 percent over a period of 36 
years. 

It is not in my prepared testimony. I did hear Mr. Meyer testify 
yesterday that in the 1930’s, in the depression, 80 percent of the mills 
went bankrupt. I think we all recognize that in assuming a base 
period, we have got to be awfully careful as to where we set the 
base. 

Senator Purreit. As a matter of fact, during that period and for 
many years following that period it was considered a very bad, a 
poor investment. It attracted no capital at all. 

Mr. Mvetxer. It attracted no capital because of the experience— 
probably as bad as any industry during that period, because frankly, 
newsprint is a supply and demand material. The quality is the same. 
It is something lke cement, you might say. When you buy a barrel 
of cement, it is almost the same whether you buy it one place or 
another. Quality or distinction of design is not a factor. 

So it is a supply and demand material, and it is subject 

The Cuatrman. Of course they make it more efficiently now, and 
more economically, than they did in 1920, 

Mr. Mverier. Oh, sure. 

We would agree that it would be most difficult to decide when the 
price of newsprint in some earlier years could be considered to be 
fair and equitable in all respects. It should be noted, however, that 
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from around 1924 to 1927 the price appeared to be fairly stable and 
ranged between about $72 and $81 per ton. 

A comparison of prices through the years is very much dependent 
upon the base year chosen. Until a few years ago the Bureau of 
Labor Statistics, United States Department of Labor, compiled all 
their price indices on a 1926 basis. Apparently the BLS considered 
1926 to be a fairly good year of general stability in supply-demand re- 
lationships and in price relationships. 

On this assumption it is interesting to note that using the BLS 
prise index data and comparing December 1956 (latest figure avail- 
able) on a 1926 index basis equaling 100, newsprint has increased 
about 80 percent. The average of all commodities as well as the 
average of all commodities except farm and food, has increased about 
81 percent. The total pulp, paper, and products group—including 
newsprint—has increased during this same period 109 percent. 

Senator Purreiy. These are all predicated, however, on the price 
prevailing before this recent increase ? 

Mr. Muetier. Yes, there is an extra $4 which would, of course, 
add another approximately 3 percent. 

However, comparison of the December 1956 price of newsprint. 
using the BLS index of 1947-49= 100, which is the usual base period 
for the postwar era, indicates that newsprint has increased 36 percent 
against a gain of 16 percent for all commodities and a gain of 24 
percent for all commodities except farm and food. The pulp, paper, 
and products group as a whole increased 28 percent in this period. 

I would like to call your attention—and you bore it out in your 
comment with respect to the attraction of capital—in other words. 
newsprint did not advance during the postdepression period up until 
the end of the war to any appreciable extent. So the base of 1947-48 
for newsprint is at a lower base and is probably not comparable. 

a is why I say it is a difficult thing to pick base years and be 
right. 

he Cuatrrman. Of course the price in 1946 and 1947 looks to be 
almost about the same as the price in 1926. 

Mr. Mvuettrr. That is correct. 

Senator Purreiy. I pointed out only because in considering these 
matters and all other matters, we try to be objective and fair, and 
at times your thinking might be distorted if we just watched the 
figures without having them explained to us. 

Certainly taking any particular year without knowing how that 
industry was affected at that time, I think it might mislead us. 

Mr. Movetier. I agree with you, sir, because I have seen where it 
has been in the paper that since the bottom of the depression, or 1932 
or 1933 or 1934, the price has increased 228 percent. That is an unfair 
statement for the simple reason you picked a period when the whole 
industry was busted. 

So in order to be fair, we have got to consider all of these factors. 


CONCLUSIONS 


We expect that during 1957 additional newsprint capacity will 
come into production in the United States so as to bring total rated 
capacity for the year to about 1,960,000 tons. Allowing for uncer- 
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tainties in production startups of new capacities, it may be conser- 
vatively estimated that United States production in 1957 will total 
1,850,000 tons. 

After allowing for estimated exports for 1957 of about 150,000 
tons, a balance of 1.7 million tons should be available for United 
States consumers. Import availability from Canada is indicated to 
be at least 5.3 million tons, and from overseas sources, about 125,000 
tons. 

Adding expected United States production available to the United 
States consumers with estimated import supplies, the result is a total 
availability of about 7,125,000 tons. 

These figures indicate that for the year 1957 there should be an 
availability of newsprint to the United States consumers of about 
125,000 tons in excess of estimated consumption needs. 

We realize that the above statistical comparison of estimated sup- 
ply with estimated demand shows a comparatively close balance, 
within about 2 percent. However, we feel that Canadian mills could 
supply an additional quantity to the United States market of as much 
as 100,000 tons or more than our estimates indicated above. 

We believe this to be possible because in periods of strong demand, 
such as in 1955 and 1956, the Canadian industry has produced from 
125,000 to 250,000 tons more than their rated capacity at the beginning 
of the year. 

Furthermore, advice received from the American Embassy in Lon- 
don as of February 8, 1957, indicated that because of the prevailing 
economic situation in the United Kingdom, 1957 British newsprint 
consumption is not expected to increase over that of 1956, and imports 
from Canada. will probably remain at about 400,000 tons, the same 
as in 1956. This may allow a diversion of about 60,000 tons addi- 
tional Canadian newsprint to the United States in 1957. 


SUPPLY-DEMAND STUDY 


We are glad to advise that as a result of a 1956 request from the 
Subcommittee on Commerce and Finance of the Committee on In- 
terstate and Foreign Commerce of the House of Representatives, we 
have a comprehensive and detailed study well under way, analyzing 
projected demands for the various major grades of paper and paper- 
board, including newsprint, to the year 1965. 

We expect to include a new, up-to-date capacity survey being made 
jointly by the American Paper and Pulp Association and the National 
hie rd Association. This new capacity study requested the 
mills to report in terms of full practical potential capacity and will 
make available to the Department of Commerce capacity estimates by 
major grades, including newsprint, for 1957, 1958, and 1959. 

Further in connection with this particular study, we have obtained 
the assistance of the Foreign Service posts throughout the world in a 
new, up-to-date world newsprint survey covering estimates of capac- 
ity, production, and consumption throughout the world for the years 
1957, 1958, and 1959. 

We know that your committee recognizes the importance of analyz- 
ing the world situation for newsprint, since foreign-country demands 
upon North American supply could easily cause disturbance to United 
States consumers. 
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In order to make this new report of the greatest possible practical 
value to the Congress as well as to the industry itself, we have estab- 
lished two industry advisory committees: (1) a Pulp, Paper, and 
Board Producers Supply-Demand Industry Advisory Committee, 
and (2) a Pulp, Paper, and Board Industrial Consumers Supply- 
Demand Industry Adviowsy Committee. 

We plan to review the preliminary draft of our new report with 
these two committees separately so as to obtain from both producers 
and consumers their practical views on the statistical findings of this 
report before it is put into final form and submitted to the Congress. 
The Consumers Committee, incidentally, will include representatives 
from all branches of the printing and publishing industry, includ- 
ing hewspapers. 

The Cuairman. In that we import so much newsprint from Canada 
I am hopeful that your committee will keep abreast of Canadian 
developments. A great number of our domestic companies are 
financially interested in Canadian mills, so your committee should 
have a complete picture of the industry in North America. 

Mr. Mvurtirr. We will naturally keep advised, Mr. Chairman, of 
the happenings in Canada and bring it into our report. 

I would like to add something that is not in the statement that 
you have there, because.of previous testimony... It is my understand- 
ing that Mr. Richard Scudder, publisher of the Newark News, re- 
fers to the Department of Commerce in his testimony before this 
committee on Tuesday, February 26. I have been told that Mr. 
Scudder inferred that the newsprint consumers are not represented 
in the Department of Commerce. 

I believe the committee will be interested to know that the Forest 
Products Division of our Business and Defense Services Adminis- 
tration regularly prepares reports for the Congress, and for other 
purposes, on the subject of supply and demand of newsprint and other 
grades of paper. 

This Division is currently headed by a WOC director, Mr. Charles 
F. McCahill. As many of you know, Mr. McCahill is on loan to the 
Government without compensation from his position as senior vice 
president of the Forest City Publishing Co., Cleveland, Ohio. His 
company publishes two of America’s leading newspapers, the Cleve- 
land Plain Dealer and the Cleveland News. 

Among those working under Mr. McCahill’s guidance is Mr. Horace 
Hart, who is Assistant Director of the Printing and Publishing Sub- 
division. Mr. Hart has had over 25 vears experience in the printing 
and publishing industry before coming to the Department of Com- 
merce as a career employee. Members of the staff of the Printing 
and Publishing Subdivision are in frequent communication with rep- 
resentatives of the printing and publishing industry, in an effort 
to keep fully informed of developments and trends in that industry 
and for the purpose of obtaining the views of industry. 

Within the Forest Products Division there is also a Pulp, Paper, 
and Paperboard Subdivision and a Lumber and Wood Products 
Subdivision. Mr. Leroy Neubrech serves as Assistant Director for 
Pulp, Paper and Paperboard Subdivision, and has been a career 
employee at the Department of Commerce for about 27 years, and 
has devoted the past 15 years mainly to matters concerned with do- 
mestic and foreign trade and pulp and paper. 
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The Department of Commerce is preparing reports for the Congress 
and for industry generally which presents available statistics and 
factual information relative to various industries and analyzes these 
facts on an impartial basis. 

I merely wish to add that, sir, because of the statement that was 
made which did not meet with the facts. 

That concludes my formal] testimony. 

The CHarrMan. Thank you, Mr. Mueller. I think this is a very 
fine precise analysis of the facts involved. I know the Department 
of Commerce has been quite concerned with this matter for a long 
time and we will be looking forward to receiving that report. 

Senator Porrer. Mr. Chairman, I would like to apologize to my 
good friend, Mr. Mueller, for not arriving here until late in his 
testimony. Unfortunately we have a couple of hearings going at the 
same time on the Appropriations Committee, and Secretary Humphrey 
was testifying this afternoon. So we have to divide our time as best 
we can. 

But I will read your statement, and I know of your great interest 
in this problem. 

We are mighty proud of Mr. Mueller. He isa great Michigander— 
Grand Rapids. 

The Crarrman. It is a very good statement, and I think it will be 
very valuable to all the people interested in the problem here as a 
preliminary report. 

Senator Purret. I have 1 or 2 questions. You speak about these 
two advisory committees—establishing them. When were they estab- 
lished ? 

Mr. Muriirr. Last year. 

Senator Purreiy. Have they been in operation ? 

Mr. Mvetzer. I will have to ask Mr. MeCahill. 

Mr. Nevusrecu. The committees have not yet had a meeting. We 
plan to hold a meeting perhaps this next month or so. 

Senator Purretn. So the fact of the matter is, they haven’t been 
functioning at all. 

Mr. Neuprecn. We established them to review this report. 

Senator Purreiy. I am not being critical. I just want to get the 
picture, that is all. So actually they haven’t had any work to do 
because you haven’t had the report to give them to work on. Is that 
it? 

When do you intend to have the report ? 

The CratrMan. Sixty to ninety days. 

Mr. Mcetter. It isin the report; 60 to 90 days. 

Senator Purrery. At which time these two committees, working 
separately, I believe, will have a chance to review that, is that right? 
And do you anticipate having some recommendations come from 
those committees ? 

Mr. Nevsrecu. We hope they will make recommendations to us 
for our consideration. We will use our own judgment of course, as 
to what the report we think will be 





Senator Purretn. What is the purpose of having these two com- 
mittees, if it isn’t for—what is the purpose in doing it, then, if it is 
not for recommendations ? 
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Mr. Nevsrecu. Mr. Mueller can probably answer questions re- 
garding 

Senator Purrety. I would like to find out, because here you are in 
an area where you are apparently getting information. You have 
got these Advisory Committees that are going to study a report, is 
that right ? 

Mr. Murtirr. The advisory committees are established in all in- 
dustry divisions for the purpose of giving advice just as you have 
said. Mr. Neubrech, I don’t believe, wanted to infer that we do not 
act on their advice when it is pertinent, but that we are Government 
employees and we use our judgment. But our judgment is naturally 
formed after listening to the best available information we can get. 

Senator Purre.y. | am anxious to find out, how quickly this report 
No. 1 would be available, and then what will your advisory board of 
consumers’ supply-demand do? Apparently they will be very much 
concerned with this report. 

Mr. Nevusrecu. It slipped my mind that we have set up a task group 
from these two committees which met with us in the first part of De- 
ceember to review some preliminary statistical work. So we have al- 
ready consulted with the committees in that way. 

Senator Purrety. So that actually we will have something, I would 
assume, Mr. Chairman, that might come in the form of recommenda- 
tions to you or probably publicized also, from the report and the study, 
is that correct, which would be forthcoming within 60 or 90 days, 
plus the time it requires for the study ? 

Mr. Nevusrecu. That is right. 

The Cuamman. Any further questions? 

Thank you, Mr. Mueller. 

Mr. Muetier. Thank you. 

The Cuarrman. Mr. Earl Kintner, General Counsel, Federal Trade 
Commission, is here. 

Mr. Kintner, we will be glad to hear from you. Do you have a pre- 
pared statement ? 


STATEMENT OF EARL W. KINTNER, GENERAL COUNSEL, FEDERAL 
TRADE COMMISSION 





Mr. Kintner. I have, sir. 

Mr. Chairman, I appear here today on behalf of the Federal Trade 
Commission and in accordance with your request for information 
available at the Commission with respect to the newsprint industry. 

First, I must emphasize that the Federal Trade Commission has 
made no current investigation of the newsprint industry, although 
there have been numerous conferences on the matter with various 
Members of Congress, particularly Senator Potter, who have ex- 
pressed their concern with the present newsprint situation. 

The Commission asks that I communicate its continuing desire to 
be of service to this committee and to the Congress in seeking a solu- 
tion to the most serious problem which faces the American users of 
newsprint. 

We thought that we might best serve this committee at this stage 
of its inquiry by reviewing the materials in our newsprint industry 
files —which I might add date back to 1916—and the published mate- 
rials, then briefly summarizing the background information that we 
found. 





NEWSPRINT INQUIRY 215 


FIRST COMMISSION INVESTIGATION 


The Federal Trade Commission was activated early in 1915. One 
of the very first problems dropped in the lap of the new Commission 
by the Congress was a study of the newsprint industry. Pursuant to 
a Senate resolution, the Federal Trade Commission investigated that 
industry during 1916 and 1917. 

The eamanelon found that News Print Manufacturers Association 
(a trade association representing 80 percent of continental newsprint 
production), allocated customers to mills, prorated tonnage of new 
mills to present the creation of a competitive market, curtailed pro- 
duction, and prevented plant expansion. 

The Feder: 1Trade Commission investigation led to Justice Depart- 
ment proceedings against 45 newsprint companies and 8 individuals. 
The Justice Department indictment charged that defendants through 
News Print Manufacturers Association, had conspired to fix prices. 
Some of the defendants entered please of nolo contendere and fines 
were imposed. (United States v. Mead, et al. (D.C. N. Y., 1917).) 

At the same time the newsprint manufacturers agreed to dissolve 
the News Print Manufacturers Association and permit the Federal 
Trade Commission to fix the maximum prices for newsprint until 3 
months after World War I was ended. 

The consent decree entered into ordered the dissolution of the trade 
association and enjoined further agreements among respondents to 
restrain trade in the sale of newsprint. 


SECOND COMMISSION INVESTIGATION 


In 1929-30, another investigation of the newsprint industry was 
made pursuant to a Senate resolution. This investigation disclosed 
no one company with a sufficient portion of the business to constitute 
a monopoly. No discriminations against small newspapers were 
found. 

International Paper Co. was recognized as the price leader although 
it had only about 20 percent of the newsprint sales in the United 
States. 

The 1930 investigation report also stated that the Newsprint Insti- 
tute of Canada would violate United States antitrust laws if it exised 
in the United States, but that the United States had no jurisdiction 
over Canadian organizations. 

This report mentions the Federal Trade Commission’s investigation 
of the acquisition by Zellerbach Paper Co. of Crown-Willamette Paper 
Co. in 1928. The Commission failed to stop this acquisition. Al- 
though complaint was issued on December 6, 1933, charging that. the 
acquisition violated old section 7 of the Clayton Act, the Commission 
dismissed the complaint without opinion on May 15, 1935 (20 F. T. C. 
480). 


THIRD COMMISSION INVESTIGATION 


In 1938, at the request of the Attorney General, the Federal Trade 
Commission investigated compliance with the consent decree of United 
States v. George A. Mead, et al. (D.C. N. Y., 1917), against newsprint 
manufacturers. 

The Federal Trade Commission report, submitted to the Department 
of Justice on February 13, 1939, showed that by 1939 only 2 of the 8 
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individual defendants and 14 of the 45 corporate defendants were still 
selling newsprint. The structure of the industry had also changed. 
The Commission concluded that the industry was no longer subject to 
the 1917 order. 

Senator Purrert. May Linterrupta minute. Do you know whether 
or not these others that were—there has been a substantial reduction 
in number of firms. Was it because some of these were absorbed by the 
then existing—by those existing in 1938 ? 

Mr. Kintner. I can’t answer that with assurance, Senator, but I am 
sure that that was at least a partial reason for the fewness in numbers 
of factors in the industry. 

But the report showed evidence of actual agreements to fix prices, 
and resulted in new proceedings against Crown-Zellerbach Corp. and 
other companies selling newsprint on the west coast. Four United 
States corporations, 3 Canadian corporations, 11 United States individ- 
uals and 4 Canadian individuals were indicated. Pleas of nolo con- 
tendere were filed by some defendants and fines were paid (United 
States v. Crown Zellerbach, et al. (D. C. Calif., 1941) ). 

The Cuarrman. I suppose you have jurisdiction over the Canadian 
corporations and individuals. 

Mr. Kintwer. Yes, sir; I assume so. 

Senator Porrer. Which is true today. 

Mr. Kintner. That certainly would be true today. 


RECENT COMMISSION INVESTIGATION 


Beginning in 1945 the Commission investigated the paper industry 
as a whole, with particular reference to the American Paper and Pulp 
Association. American Paper and Pulp Association was made up of 
a other trade associations of paper manufacturers and 6 affiliate mem- 

rs. 

This investigation was a result of the Commission’s order against one 
of the member trade associations, Book Paper Manufacturers Associa- 
tion, et al., Docket 3760. In that case the Commission had found that 
members of the trade association had adopted identical base prices, 
uniform trade discounts and identical zone prices. The Commission’s 
order against Book Paper Manufacturers Association was affirmed 
by a United States court of appeals in 1948. 

American Paper and Pulp Association’s activities were limited to 
technical studies for the industry. In 1948, however, separate investi- 
gations were made of the 15 other trade associations that were members 
of the parent trade association. One of the 15 member associations 
was Newsprint Manufacturers Association of the United States, Inc. 

Due to the fact that OPA controls had been in effect until 1946, 
the investigations did not go back to the NRA period but extended 
only to the period after OPA controls were lifted. 

ly two complaints were issued against the 15 member trade 
associations under investigation. These were complaints against 7he 
Blotting Paper Manufacturers Association, et al., Docket 6107, and 
Paper Shipping Sack Manufacturers Association, et al., Docket 6476. 

On January 13, 1954, the staff recommended that the Commission 
close the file against American Paper and Pulp Association and its 
members as a result of the disposition of the investigations of the mem- 
ber associations. The Commission adopted this recommendation on 
March 9, 1954. 
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The investigation of Newsprint Manufacturers Association of the 
United States, Inc., was begun in 1948 and closed in 1951. 

Newsprint Manufacturers Association of the United States was 
incorporated in 1943 as a successor to the code authority for the in- 
dustry under the NRA. It operated as a trade association for news- 
print manufacturers of the United States and Canada, compiling 
statistics, until 1948 when it was succeeded by the Newsprint Service 
Bureau. Only five United States manufacturers and no Canadian 
manufacturers remained in this bureau. 

In 1929 the Commission had investigated the Newsprint Service 
Bureau as it was constituted prior to its reorganization in 1948. In 
1929 the bureau furnished general statistics on production, consump- 
tion, stocks, cost, accounting, and engineering to the industry. After 
the bureau’s reorganization in 1948, only five United States corpora- 
tions remained in the bureau, but both United States and Canadian 
manufacturers continued to furnish statistics to the bureau. 

The staff of the Commission on May 17, 1951, recommended that the 
investigation of the Newsprint Service Bureau be closed due to lack 
of evidence of collusion or conspiracy with respect to prices. 

The Cuaimman. I don’t know what happened there, but I think 
probably we can conclude that most of them got out. 

Mr. Krnrner. That is correct, as [ recall. The matter was under 
investigation, and as so often happens in those instances, some of the 
boys cut and run. 

This recommendation was based upon examination of the files of 
the Newsprint Service Bureau and 2 of the 5 manufacturers who are 
still members of the bureau. The file was closed by the Commission 
on September 20, 1951. 

During the same period of time when the Commission’s investiga- 
tions of newspaper manufacturers were being made, an investigation 
of paper wholesalers was also being made. This resulted in an order 
against National Paper Trade Association of the United States, Inc., 
et al., Docket 5592, affirmed by the Second Circuit Court of Appeals 
on January 9, 1957. (See also Justice Department proceedings. 
United States v. Blake, et al. (D.C. Cal., 1950); conspiracy among 
paper wholesalers to fix prices (civil and criminal). United States 
v. Crown-Zellerbach Corp. ef al. (D. C. Wis.. 1955): eivil action: 
restraint of trade, paper towel dispensers. ) 

Here the Commission found a price fixing conspiracy involving 
YY regional trade associations and a large number of distributors of 
fine and wrapping paper. 


JUSTICE DEPARTMENT INVESTIGATIONS 


The history of Commission investigations in the newsprint field 
illustrates close cooperation between the Federal Trade Commission 
and the Department of Justice, which cooperation was clearly in- 
tended by the foresighted Congress which passed the Federal Trade 
Commission Act in 1914. 

A bit of special pleading, Mr. Chairman, for which I hope you will 
forgive me. 

The two law enforcement agencies have worked hand-in-hand since 
1916. I have mentioned early Justice Department proceedings based 
upon Commission investigations. 7 
_ Late in 1946, the FBI began an investigation of price fixing, limita- 
tions on production and allocation of supplies in the newsprint field. 
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Companies under investigation refused to supply information from 
files located in Canada. 

A grand jury in New York issued 31 subpenas calling for documents 
both in the United States and Canada. Only documents in the custody 
of wholly owned Canadian subsidiaries of the United States firms or 
Canadian firms doing business in the United States through wholly 
owned subsidiaries in the United States were requested. 

After conferences with the State Department and the Canadian 
Government, the subpenas were withdrawn with respect to documents 
physically located in Canada. 

In 1947, the Province of Ontario passed a statute making it a 
criminal offense for any records to be taken out of the Province. This 
law was passed as a direct result of the Department of Justice pro- 
ceedings. 

Mr. Drew of the Ontario Legislature stated : 

If the Attorney General of the United States does in fact believe that there 
has been any improper combination in restraint of normal trade, then the correct 
procedure would be for him to lay the facts in his possession before the proper 
authorities at Ottawa, who could then take such action as was deemed advis- 
able upon the evidence placed before them. 

But under Canadian Jaw no antitrust action will be taken unless 
Canadian public interest is involved. 

It is my understanding that from 1947 until the present time the 
newsprint industry has been under almost constant surveillance by 
the Department of Justice. 


CONGRESSIONAL INVESTIGATIONS 


In addition to the Department of Justice and Federal Trade Com- 
mission investigations, a number of congressional committees have 
studied the newsprint problem in recent years. 

Both the 1917 and the 1930 reports of the Federal Trade Commis- 
sion on the newsprint industry were made at the request of the United 
States Senate.. 

In 1920 the Senate Committee on Manufactures held hearings on 
the newsprint-paper industry. In the same year the House Commit- 
tee on Interstate and Foreign Commerce held hearings on the news- 
print-paper shortage, and a report made by the Secretary of Com- 
merce on distribution and consumption of print paper in the United 
States was referred to this committee. 

| From 1943 through 1946 the House Committee on Interstate and 

Foreign Commerce continued to investigate the use of newsprint 

during the war. 

| In 1947, the Senate Special Committee to Study Problems of Ameri- 

can Small Business considered the newsprint industry in connection 
with the problems of survival of small independent newspapers. This 
study included the publication of the 1939 Federal Trade Commis- 
sion report on the newsprint industry which had been made at the 
request of the Department of Justice, and had been a confidential 
report up to that time. 

From 1947 to 1949 the Senate Special Committee to Study Prob- 
lems of American Small Business made two interim reports on news- 
print supply and distribution (in 1947 and 1948), and in 1949 issued 
a final report. This study was concerned primarily with finding new 
sources of supply for newsprint due to the newsprint shortage. 
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On May 28, 1951, the House Subeommittee on Study of Monopoly 
Power of the Committee on the Judiciary issued a comprehensive 
report on the newsprint industry. -The hearings and report of this 
committee, together with the Department of Commerce publication, 
‘Transportation Factors in the Marketing of Newsprint (1952), pro- 
vide an excellent picture of the pricing practices of the industry. 
This committee recommended that the Department of Justice con- 
sider its report for evidence relating to price-fixing agreements and 
restraints of trade. 

In 1954 the House Committee on the Judiciary was concerned with 
a Department of Commerce study on newsprint expansion, particu- 
larly newsprint production from hardwoods. 

From 1955 through 1957, the House Committee on Interstate and 
Foreign Commerce has also studied the newsprint shortage and has 
issued two interim reports (1955 and 1956) and a report in 1957. 

This is not an exhaustive list of congressional investigations, but 
it serves to indicate congressional concern with the industry. I under- 
stand that this committee has made studies and reports which I have 
not referred to. 

NEWSPRINT PRICING 


We have further examined our files and other available materials for 
pricing practices in the newsprint industry. The following is our best 


available information as to prevailing prices in the industry from 1860 
to 1956. 


Average contract price delivered New York City 
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Average prices for newsprint in the United States as a whole from 
1952 to 1956 were: 
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of Labor Statistics. 
© ° ° 
58 ° 0 o 8 
& ® 
” 
i 
a ri 
© j@2 
ol 
- 
8 
” 3 
ww D 
oO 
a 
a 
i = 
——S——-——————_ 
= | | 48] | ® 
< Fi | r 
a Ee | 
- | Fy q-"w 
z w|i zera ° 
oO | 
| Ou | t 
Cw So) 55 | ® 
-w jWe | <5) 
On jae) S| 
si | IS4t— 
+ | ~ $| be 0 
w = —w) = ete ™m 
of | |Ssi¢gites Ea 
a 2 | 
< OF | 2 
a a 
“ ERED pr oy ° 
< } |*@), | e | rm 
| eisai 2 
o | g2| 2s D | 
—_ | 
& 11 0 
a | Nw 
ow | 2 
ua 
za z 
e | Mw 
b 2 
S 
x= 
” 
x 
o 
2 3 
v = 
s 
~O oO oO © 
Se ° - 








221 


NEWSPRINT INQUIRY 


YOISIAIG SFINPOLY {89104 ‘WOIJOL{SIUMMPY SOIIAIOG a5uajaG PUo SseUuISNA ‘@I/0UNWUOD JO ueul{s0dag $7} 


@2s/0WWOD 50 jUsWIOdEg Sf ‘so1nN0S 
OFLVMISIT JUY £56! ONY 96/5 





096! SS6I sé! Sv6 Ov6! S¢6l O<él S26l oz6I S16! 
0 OOOO Ome eee i Nocti e aren mam a Pomme sorter” 0 
“~~ SVISHINO WOH SLYOAMI'SN 
I | — | | I 
i om | | 
| | NOILDNGONd SN | | | | 
Meetu: =F bee. 4pgzee- |S 
| 
E | € 
(ONVIGNNOJSM3N TON!) 
VOUNVD W044 
SLYOdWI SN) ~ 
v s> v 
| | 
| 
S | 4g 


9 rm. 9 


AlddNs TWiLOL 


SNOL LYOHS NOIN1IW SNOL LYOHS NOITTIW 
S3Q9YNOS GNV AlddNS S3LVLS G3SLINN *Y3dVd LNIYdSMIN 


vw 


$9794— 








999 NEWSPRINT INQUIRY 


Also, I would like to summarize what we have found with respect 
to the newsprint industry’s pricing methods. 

In 1928 International Paper Co. had established zone pricing east 
of the Mississippi. Many other mills prior to the NRA period ab- 
sorbed full freight to the destination or had absorbed freight at least 
up to a fixed amount. 

On June 16, 1933, the National Industrial Recovery Act was passed, 
and immediately the newsprint manufacturers began to consider the 
establishment of a new sprint code. A preliminary code of fair com- 
petition for the newsprint industry was signed by the President on 
November 17, 1933, but this did not provide - for fixed prices for news- 
print. 

Further recommendations were made by the code authority for the 
newsprint industry in 1934 to the NRA Administrator, but were not 
approved. These recommendations contained a zone system of pricing 
which was adopted by substantially the entire industry at that time, 
and appears to have been generally in use since then, at least until 
1952. 

This zone system consists of 10 zones in the United States. It was 
based on pricing conditions existing during the NRA period, as modi- 
fied by certain agreements made at that time among the manufac- 
turers. 

Tt does not accurately reflect transportation costs; it involves phan- 
tom freight as well as freight absorption. Apart from some varia- 
tions in port prices, the zone pricing system is used by substantially all 
the manufacturers today. The OPA adopted this zone pricing and 
gave it its stamp of approval from 1942 to 1946. 

Prices were determined as follows (slight variations in the differen- 
tials in the zones have been made in recent years by some United States 
corporations) : 

Zone 4 is the base price 

Zone 3 is 50 cents under the base price 

Zone 2 is $1 under the base price 

Zone 1 is $1.50 under the base price 

Zone 5 is $1 over the base price 

Zone 6 is $2 over the base price 

Zone 7 is $3 over the base price 

Zone 8 is $4 over the base price 

Zone 9 is $5 over the base price 

Zone 10 is $1 under the base price (minimum) 

Senator Porrrr. Along that line (I would like to ask this question, 
Mr. Chairman: Wasn’t there a court decision just the other day, a 
lead case, that had to do with this zoning practice 

Mr. Kinrner. Yes, sir. I had the privilege of arguing that case 
for the Federal Trade Commisison before the United States Supreme 
Court. On Monday, I believe it was, the Supreme Court handed down 
a unanimous decision in favor of the Commission. 

Senator Porrer. The Commission was opposed to the zoning prac- 
tice. 

Mr. Krxrner. That involved zoning pricing methods adopted 
through conspiracy in the lead pigments industry. The conspiracy 
originated during the NRA period and continued, according to the 
findings of the Commission, sustained by the court of appeals, and 
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that part of the case not being passed upon by the Supreme Court. 

Senator Porrrr. As the basis of that decision by the Supreme Court, 
in the lead case, will your Commission take a look at the zoning price 
practice in the newsprint industry 4 

Mr. Kinrner. Yes, sir. As I point out in the concluding portion of 
my statement, the Commission even prior to the handing down of this 
decision, had under study the question of whether or not the zone 
pricing might be illegal in part—that is, zone pricing in the newsprint 
industry might be illegal im part. 

Senator Porrer. You make that recommendation later on? 

Mr. Kinrner. Yes, sir. 1 might add that the lead case involved two 
counts as a complaint issued. One count alleged a price fixing con- 
spiracy, and the other count alleged price discrimination through the 
zone pricing methods. 

In other words, that the respondents were violating both section 65 
of the Federal Trade Commission Act and section 2 (a) of the Robin- 
son-Patman Act. The lower court upheld the price fixing count in 
toto and sustained in large part the price discrimination count. The 
appeal to the Supreme Court was primarily upon the question of 
whether or not the Commission had the authority, not only to require 
the respondents to cease and desist from agreeing to use a zoning price 
system in agreement or through conspiracy, but whether also the Con- 
mission had the right to require that they individually cease for a 
temporary period from the use of that zone pricing system where its 
effect was to create identical prices in the industry. 

That was the issue before the Supreme Court, and the Supreme 
Court decision unanimously upheld the Commission’s allowable judg- 
ment in issuing that ype of an order. 

Needless to say, that decision will probably have a considerable 
impact upon the thinking of the Commission and perhaps upon the 
thinking of the antitrust bar generally. 

Returning now to the zone pricing system, which I have been discus- 
sing, the minimum zone 10 price was $1 under the base price or “port 
price.” When delivery was all rail from the mill, and freight charges 
exceeded $5 per ton, the delivery price was base price less 36 a ton 
f. o. b. mill plus the actual rail freight. 

Where delivery was made to a port, the price was the base price 
less $1 at the port plus freight to destination. 

Port prices were base price less $1 per ton port allowance. Port 
prices were the same at all ports designated, no matter where they 
were located, but not all seaports were designated as “ports” for pric- 
Inge purposes. 

How was the base price determined? The base price, or zone 4 
price, was $1 more than the delivered price at New York City, or the 
“port price.” The New York price apparently was composed of the 
price of newsprint f. 0. b. Three Rivers, Quebec, plus the rail carload 
freight from Three Rivers to New York. 

The f. 0. b. price at Three Rivers is published by the Dominion Bu- 
reau of Statistics, Ottawa, in Prices and Price Indexes. The deliv- 
ered price to any United States zone from a shipping point in Canada 
or the United States apparently was computed on the basis of the 
Three Rivers price plus rail freight to New York plus or minus the 
applicable zone differential. 
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For many years the difference between the published Three Rivers 
price and the f. o. b., New York price has been the rail freight costs 
from Three Rivers to New York. In years in which this difference did 
not correspond exactly to rail freight charges, the differences may be 
explained by the fact that changes in contract prices lagged behind 
changes in freight rates, and the exchange rate between United States 
and Canadian dollars varied from time to time. 

When the zones were first established, the price differentials prob- 
ably reflected average delivery cost of newsprint mills shipping to va- 
rious destinations. 

But since that time freight rates have varied considerably, but the 
zone differentials have remained fixed. (Except for recent changes 
in zone differentials by some United States corporations. Also, some 
United States corporations have only one delivered price for all cus- 
tomers. ) 

CONCLUSION 


All of the investigations which I have discussed point to the exist- 
ence of two closely related factors which are of concern to domestic 
newspaper and magazine publishers: (1) High prices; and (2) lack 
of adequate domestic supply. 

What can we at the Commission suggest 

You may wish to consider the possibility of a congressional resolu- 
tion directiong the Commission to make an economic survey of the 
newsprint industry. This survey would result in our telling you 
the current facts with respect to the two problems. 

Parenthetically, I might add that this committee has exhibited dur- 
ing the time I have listened to these hearings an unerring ability to get 
at those facts and undoubtedly has most of them that we would dis- 
close through economic investigation now at its disposal. 

It is also possible, as has occurred with past industrywide economic 
studies made by the Commission, that such an industrywide inquiry 
might develop facts indicating violations of the law which could 
be subject to corrective action by the Commission or by the Depart- 
ment of Justice. 

The Commisison might undertake another industrywide legal in- 
vestigation of newsprint in the United States. However, the Com- 
mission does not now have the manpower or funds available for such 
a study in view of the necessity of concluding other current work. 

Senator Porrer. What do you mean by a legal investigation ? 

Mr. Kintner. I mean by that a study looking primarily for law 
violations as opposed to an economic inquiry which would be pri- 
marily a factual economic study in which the legal investigation 
might be rather incidental. 

enator Purretu. You do have the staff to make the economic study. 

Mr. Kintwer. No, sir. 

Senator Purretn. You don’t mention the need for additional staff 
for that. 

Mr. Kintner. I would say that the situation 

The Cuamman. The Federal Trade Commission is going to be be- 
fore the Appropriation Committee in about 3 weeks. 

Mr. Kintner. I would say our situation with respect to making 
an economic study is not too much different from our other situation. 
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Senator Purrers. You didn’t mention that. You didn’t point it 
out in this particular part here. 

The CHarrman. It will have to be understood that the Federal 
Trade Commission cannot make this study and survey without an 
appropriation for that purpose. I have looked at the Commission’s 
requests before the Appropriations Committee, and it appears to me 
as though you will need additional funds. This is an unexpected 
task for you to perform. 

Mr. Kintrner. The Department will be very appreciative of the help 
offered by the chairman and the committee. 

The Cuarrman. I, as an Appropriations Committee member, will 
expect such a request from your Sonesiiaakin. This will have to be 
added to your requests, already made, as this is a new activity. It 
could not have been requested before as it was not anticipated. 

Mr. Krnrner. That is quite correct, Senator. 

The CHatrman. Mr. Kintner, will you agree that the economic as- 
pect of newsprint is, or will be, quite well covered by this hearing and 
the reports to come from the Department of Commerce. However, 
I and other members of this committee, are in favor of a legal inves- 
tigation of the entire newsprint industry. 

Mr. Kinrer. That is quite correct, Senator. 

The CHatrmMan. Would you agree with me, Mr. Kintner, that a 
legal investigation of the entire newsprint industry would be the 
responsibility of the Federal Trade Commission ? 

Mr. Kintner. I agree, sir. I personally see no reason for our need 
of an economic investigation in view of the almost numberless inves- 
tigations that have gone on since 1916 and particularly in view of the 
very searching inquiry of this committee at the present date. 

Senator Porrer. I think the real problem you have, whether it is a 
legal survey or an economic survey, is the fact that a great many of 
these companies, probably 70 percent, are Canadian companies. 

We do know that our good friends in Canada have sort of taken 
a paternalistic interest in the newsprint industry in Canada. But the 
thing that disturbs me is the fact that here you have an industry where 
it is claimed there is no collusion as to price fixing, and all at once 
each company decides that their costs go up so that they have to 
increase the price of newsprint just $4. 

I think maybe a little industrial statesmanship in the industry, if 
one had gone up $4.02, another $3.98, they might have shown that 
maybe that was based upon costs. 

But when all of them pick the item of $4 as a means of increasing 
the prices, led by the bloc of large firms in Canada and the United 
States, it seems to me that that is a problem that the Federal Trade 
Commission has a legitimate right to look into to find out whether 
there has been collusion or not. 

Mr. Kintner. We always view such facts as very suspicious, and 
we have, as I said, launched investigations in the past in this industry. 

But our last investigation did not develop facts which would indi- 
cate a price-fixing conspiracy. But that does not necessarily mean 
that there has not existed a price-fixing conspiracy. I wouldn’t want 
to pass judgment on that. 

Senator Porrer. We don’t have any jurisdiction over the Canadian 
companies or the Canadian individuals that are in the business. I 
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have written to the Secretary of State asking if we can negotiate, our 
country and the Canadian Government, on the basis of trying to, 
maybe, have a study made or see if something could be done so the 
facts wouldn’t be hidden from us. 

At this point, I would like to insert in the record a copy of a letter 
which I wrote to the Secretary of State, dated January 29, 1957, their 
replies dated February 6, 1957, and February 25, 1957. Also a copy 
of a letter to the Chairman of the Securities and Exchange Com- 
mission. 

(The letters referred to follow :) 


Untrep STATES SENATE, 
Washington, D. C., January 29, 1957. 
The honorable the SECRETARY OF STATE, 
Washington, D. C. 
(Attention: Hon. Thorsten V. Kalijarvi, Deputy Assistant Secretary for 
Economic Affairs.) 

Dear Mr. KAtisarvi: I believe it is in the public interest that the Department 
promptly take under consideration the information contained in the enclosed 
copy of my letter to the Federal Trade Commission on the rise in newsprint prices 
which is working a hardship on the American press and other users of news- 
print. 

As you perhaps are aware, the Abitibi Paper Co. of Canada recently announced 
its intention of boosting the price of newsprint from $130 to $134 per ton. Con- 
solidated Paper Sales of Montreal followed suit. Since then, five others, includ- 
ing a newsprint mill in the United States, have joined the move. The historical 
pattern of newsprint prices indicates that it is now merely a matter of time 
before this rise is reflected fully throughout the industry. Price fixing and 
other restrictive trade practices have long been suspected in this area. 

Eighty percent of the newsprint used by American publishers comes from 
Canadian mills. Their skyrocketing profits invite a legitimate question as to 
whether they are obtained at the expense of purchasers in the United States. 
In 1955, for example, the St. Lawrence Corp. showed profits 58.7 percent greater 
than in 1954. In the first 6 months of 1956 their profits showed an increase of 
54.9 percent over the comparable 1955 period. Other Canadian companies show 
a Similar profit picture. 

American newspapers, especially the smaller ones, face the most serious 
repercussions as a result of this latest price rise. Small businesses are discover- 
ing that their advertising budgets buy less and less. This situation will force 
many of them to the wall unless we take action. 

As you may be aware, the Senate Committee on Interstate and Foreign 
Commerce will soon undertake public hearings into the question. 

I shall appreciate your advising me as soon as convenient of the Department’s 
action. 

Sincerely yours, 
CHARLES E. Porter. 


DEPARTMENT OF STATE, 
Washington, February 6, 1957. 
Hon. CHARLES E. Porter, 
United States Senate. 

DeaR SENATOR Porter: Reference is made to your letter of January 29, 1957, 
coneerning the present increase in newsprint prices and requesting the Depart- 
ment’s views concerning the problem. 

Your letter and the attachment are being carefully studied and a report will be 
made to you as soon as the study is completed. 

Sincerely yours, 


Rosert C. Hint, 


Assistant Secretary, 
(For the Secretary of State). 
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DEPARTMENT OF STATE, 
Washington, February 25, 1957. 
Tion. CHARLES E. Porrer, 
United States Senate. 


DeAR SENATOR PorrerR: Further reference is made to your letter of January 29, 
1957, concerning the recent increase in newsprint prices. 

The Department has discussed the problem with the Canadian Embassy, point- 
ing out the difficulties created in the United States by this additional price rise 
in the raw material for American newspapers and inquiring as to the Canadian 
Government's attitude concerning it. 

The preliminary and informal view of the Embassy was that the Canadian 
Government was not at present disposed to take action with regard to the news- 
print price rise. In the course of this discussion, reference was made to a recent 
public statement by the Minister of Justice of Canada indicating that in his view 
un investigation under the Combines Investigation Act was not justified. He 
stated that: “In the present time of rising costs and strong demand, such 
increases may be explained on the basis of ordinary market behavior and are 
not in themselves evidence of collusion.” 

The Department has also discussed this problem with the staff of the Federal 
Trade Commission and has learned that they are currently making a thorough 
check to determine whether a new industrywide investigation by the Commission 
is desirable. 

The Department is asking the Embassy in Ottawa for an assessment of the 
situation to determine what further steps may be feasible. However, in view 
of the preliminary reaction of the Canadian Government described above, we 
are of the opinion that it would not be useful to press for a cooperative antitrust 
investigation by the two Governments at this stage. The Department suggests 
instead that it would be desirable to await the outcome of the Federal Trade 
Commission's present study. If the Commission develops evidence of collusion, 
it would then be appropriate so to advise the Canadian Government with a request 
that it reassess the situation in the light of such evidence. 

The Department will keep you informed of further developments. 

Sincerely vours, 
Rorert C. HIw, 
Assistant Secretary 
(For the Secretary of State). 


FEBRUARY 20, 1957. 
Lion. J. SINCLAIR ARMSTRONG, 
Chairman, Securities and Exchange Commission, 
Washington 25, D.C. 


lear Mr. AnmMstrrRoNG: At your earliest convenience, I would very much appre- 
ciate having the following information in connection with our survey of 
newsprint : 

1. List of United States newsprint mills, newspapers, other companies, or 
individuals owning interest in any Canadian newsprint enterprise and the extent 
of that interest. 

2. List of directors who are serving simultaneously on Canadian and United 
States boards of newsprint manufacturing corporations. 

3. List of United States companies which produces their newsprint in Canada. 
I believe the Lake Superior Newsprint Co. of Chicago, which operates the Great 
Lakes Paper Mills in Fort William, Ontario, is a typical example of this type 
of operation. 

4. List of Canndian newsprint mills with United States manufacturing or sales 
subsidiaries. 

5. List of exchanges on which the securities of theses companies are carried. 

I shall look forward to your early reply. 

Sincerely yours, 
CHARLES BH, Porrer. 


Senator Porrer. The Department of State has taken it up, not only 
recently but in the past, with the Canadian Government. But in all 
frankness the Canadian Government just says, “Well, we feel that 
there is no price fixing, so we are not going to do anything about it.” 
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There is no investigation, there is no desire to be cooperative. It is 
just a blank refusal on the part of the Canadian Government to work 
with us in trying to see if there is some collusion as far as fixing prices. 

I doubt very much if the State Department—that this avenue will 
ever be too productive. But it would seem to me that either a legal 
study that you could make—you would go in with a Canadian com- 
pany, whether that Canadian company has Americans on the board 
of directors or officers—you would have jurisdiction with those people, 
wouldn’t you? 

Mr. Kinrner. We would have jurisdiction where the Canadian 
companies have subsidiaries down here and to some extent where 
American companies have operations in Canada, but have their princi- 
pal places of business here in the United States. 

Senator Porrer. What jurisdiction would you have with a Cana- 
dian company with the members of the board operating out of New 
York, American citizens who live and have offices in New York? 

Mr. Kinrner. We could certainly bring them in before our hearing 
examiners and elicit testimony on what they knew respecting the 
industry. 

Senator Porrer. I assume you probably wouldn’t have the au- 
thority to ask them for any economic or any financial records or things 
of that kind. 

The CHarmman. You have authority to ask them, but you couldn’t 
get them. 

Senator Porrer. You couldn’t subpena the records? 

Mr. Kintner. We would be faced with this Ontario law making 
it a criminal offense to send documentary information out of the 
country. But certainly if we investigated the industry, we would 
bend every effort to exercise the legal power which we possess under 
existing law to get at all the facts. 

We always do that and we certainly would in this instance, although 
it presents a special problem. 

The Cuatrman. Lam not going to ask you for an opinion. If in the 
United States, with our present antitrust and monopoly and price- 
fixing laws, if a price rise in a commodity such as newsprint had 
been announced and taken effect, as many of these have over the pe- 
riod of years, the Commission would probably on its own initiative 
look into that because it looked suspicious? 

Mr. Kirntner. Yes; that is one of the reasons why, Senator, we 
looked into the newsprint situation in the course of 1948-51, because 
the price rises were almost beyond coincidence in the view of some 
of our people who were observing the situation. 

However, as I say, we found insufficient evidence upon which to 
bottom a price-fixing conspiracy case. 

The CnrarrMan. I am not saying this happened, but surely it would 
give anyone—at least I think you would be justified in saying “Well, 
under our laws there might be some suspicion of price fixing involved.” 

Mr. Kintner. You are right, sir. 

The Commission will continue, as it has in the past, to investigate 
any complaints of illegal practices in the paper industry. As an 
indication of its concern in this respect, 4 of the 18 merger complaints 
filed by the Federal Trade Commission since the 1950 antimerger 
amendment have been in the paper industry. These are Crown Zeller- 
bach, Union Bag, Scott Paper, and International Paper Co. 








NEWSPRINT INQUIRY 229 


At this time the Commission is considering additional information 
brought to its attention concerning new spr int zone pricing to determine 
if further inv estigation or other action is warranted with respect to 
such practices. 

Senator Porrer. I would think now, with the decision in the lead 
case, the Commission would take immediate cognizance of the zoning 
practice. 

Mr. Kintner. That decision does offer some amount of comfort, par- 
ticularly where the price discrimination aspects of zone pricing are 
concerned, ‘The Commission, of course, is reviewing the law or the 
situation with respect to zone pricing in ‘the industry “and considering 
the legal angles to determine if, one, it is justified in issuing a complaint 
involving zone pricing methods used in the industry ; and, two, if there 
ure not sufficient facts in the current situation available, whether or not 
is should institute investigation to elicit those facts, and then further 
consider whether or not complaints should issue involving zone pricing 
practices in the industry. 

That is the gist of our current concern. 

In conclusion [ wish again to assure you that the Commission stands 
ready to cooperate with the Congress in whatever respects may be 
considered desirable for a solution of this important national problem. 

The Cuatrrman. Thank you fora very fine statement. 

Senator Porrer. I will say this, Mr.Chairman. Mr. Kintner is very 
familiar with this problem. He is one of the best informed men that 
the Commission has with the newsprint job, and has done a good job, 

The CHamman, Any questions from the members of the committee? 

Thank you, Mr. Kintner. 

Mr. Kintrner. Thank you, sir. 

The CHamman. Now we have two witnesses from the Forest Service, 
Division of Forest Economics; Mr. Josephson, and Mr, Mason of 
Timber Management. You have a statement, I see, Mr. Josephson; 
and anything you wish to put in the record, Mr, Mason, will be inserted. 


STATEMENT OF H. R. JOSEPHSON, CHIEF, DIVISION OF FOREST 
ECONOMICS (FOREST SERVICE), DEPARTMENT OF AGRICULTURE; 
ACCOMPANIED BY IRA J. MASON, DIVISION OF TIMBER MANAGE- 
MENT, UNITED STATES FOREST SERVICE, DEPARTMENT OF 
AGRICULTURE 


Mr. JoserHson. Mr. Chairman and members of the committee, my 
name is H. R. Josephson. Tam Chief of the Division of Forest Eco- 
nomics Research, and this is Mr. Ira J. Mason, Chief of the Division 
of Timber Management of the National Forests. 

In response to your request of January 24 I am glad to present our 
views on the availability of timber for possible new sources of news- 
print in the United States and Alaska. 

Wood supply is an essential factor in the location or expansion of 
newsprint mills. Other considerations also are of large significance, 
however, inc dig water, power, transportation, labor costs and avail- 
ability, ‘and the relative profitability of producing newsprint in 
contrast to other grades of pulp or paper. 

For various competitive reasons, newsprint is currently a small item 
in the Nation’s timber cut. In 1956 domestic mills produced 1.7 mil- 








mie Pane ee coi na are aoa 








230 NEWSPRINT INQUIRY 


lion tons of newsprint, or 23 percent of the newsprint used in this coun- 
try. The pulpwood required for this production represents 1 per- 
cent of the timber cut for all products of United States wood-using 
industries. It represented 5 percent of the total cut of pulpwood. — 

There are now 5 newsprint mills in the South operating or under 
construction which depend on southern pine; 4 newsprint mills in 
Maine operating chiefly on spruce and fir; and 5 mills in the Pacific 
Northwest which operate mainly on western hemlock, spruce, and 
fir. All of these are softwoods. 

Some newsprint is also produced by a few of the 250 mills which 
produce pulp for other grades of paper and board. 

Senator Porrrr. Is there any special type of timber that is best 
suited for newsprint ? 

Mr. JosrrHson. The long-fibered, light-colored softwoods like 
spruce and fir and western hemlock have long been preferred for news- 
print because of their strength properties. 

The current wave of expansion in the United States newsprint in- 
dustry is expected to raise capacity to approximately 2.3 million tons 
by 1958. At the same time the newsprint industry in Canada and 
other segments of the pulp and paper industry are also expanding. 
Thus there may be little immediate change is the relative importance 
of the United States newsprint industry. 

For many years the United States has obtained about 80 percent of 
its newsprint from Canadian mills. The concentration of the news- 
print industry in Canada is attributable to a number of factors. 
These include availability of light-colored and strong-fibered soft- 
woods that predominate in Canadian forests, and that are particularly 
suitable for newsprint manufacture using conventional pulping 
processes. 

Canada has ample supplies of power and water, favorable loca- 
tion with respect to United States markets, and duty-free entry of 
newsprint into the United States. These same factors of raw material 
supply and costs will undoubtedly permit the Canadian industry to 
expand along with the growth of pulp and paper production in the 
United States and in Alaska. 

Senator Purrett. May I interrupt a minute. Does the lumber 
available in Finland lend itself as well as the Canadian lumber to the 
manufacture of pulp for the use of newsprint ? 

Mr. Josepuson. Finland has very similar timber to that in Canada. 

Senator Purrem. I thought it might have. 

Mr. JosernHson. Almost the same species. 

Expanding demands for timber products in the United States are 
increasing competition for timber. In a comprehensive timber re- 
source review recently completed by the Forest Service, it is esti- 
mated that demands for industrial wood—including lumber, pulp 
and paper, plywood and other products except fuelwood—by 197) 
may be from 25 to 40 percent higher than in 1952. 

In the case of pulp and paper, a relatively large expansion of 
potential demand by 1975 to at least double the 1952 level is antici- 
pated. This expanding demand reflects the rapid growth of popula- 
tion that is underway, the rapid increase in gross national product, and 
the continuing development of expanded and new uses for pulp and 
paper products. 
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In judging how well such increases in demand may be met, supplies 
of softwoods such as pine or Douglas-fir are of principal concern. 
Softwoods are used for most newsprint. Softwoods make up 83 per- 
cent of the raw material supply of the United States pulp and paper 
industry, and close to 75 percent of the lumber and other products 
cut in the United States. 

At the present time the growth of eastern softwoods is slightly in 
excess of the cut. This marks a reversal of the long downw: ard trend 
in eastern softwood stands, a change attributable to increasingly 
effective forestry programs, a reduction of fuelwood cut, and a shift- 
ing of lumber production from the heavily utilized forests of the 
East to oldgrowth stands in the Western States. 

Growth of western softwoods is considerably below the cut; this is 
to be expected in areas where old-growth timber still furnishes most 
of the output. Eastern hardwoods show a substantial surplus of 
growth over cut, largely because of the limited market demand for 
these species, and the low quality of much of the present hardwood 
resource. 

Projections of timber growth through 1975 show sufficient growth 
of eastern softwoods to “support moderate increases in timber cut. 
Supplying all of the projected demands for softwood timber much 
beyond 1975, however, would not be possible unless there is a major 
acceleration of public and private forestry efforts. Prospective sup- 
plies of eastern hardwoods, on the other hand, could support a sub- 
stantial expansion of the pulp industry. 

The Cuamman. That would be based, of course, upon the result of 
this experiment that is being made now by the Great Northern Paper 
Co., which testified as to the use of hardwood. 

Mr. Joseruson. The use of hardwoods could be based upon the 
chemigroundwood process which Great Northern is using. 

The CHARMAN. Particularly in the New England area. Isn’t that 
true? 

Mr. Josernson. Or it could be based upon a couple of other proc- 
esses which are being developed. 

The Carman. We are just beginning. 

Mr. JoserHson. Just beginning. 

Senator Purren.. Is there substantial difference, however, in the 
cost, using hardwood over softwood ? 

Mr. JosePHsON. The hardwood timber itself has a relatively low 

value because it is in surplus supply. 

Senator Purrety. I am talking about the cost of production, now: 
the utilization. 

Mr. JosrrHson. But when you figure the total cost per ton of the 
end product, I don’t believe we have enough experience yet in the 
industry to know what those costs will be in comparison with soft- 
wood pulp. 

But it certainly looks competitive from all the trials that have been 
made so far. 

Senator Purre.u. It looks competitive ? 

Mr. JoserHson. It looks competitive. 

Senator Corron. Did you say, however, that hardwoods such as we 
have in New England are better adapted for other kinds of paper 
than newsprint ? 
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Mr. Joseruson. As a rule, that is true, Senator. The hardwoods 
make a very good soda pulp which gives a fine printing paper, for 
instance. But hardwoods as a rule do not have very high strength 
properties and thus they have not made pulp suitable for wrapping 
paper and the grades of paper which require more strength. 

Senator Corron. So hardwoods wouldn’t ordinarily be resorted to 
as long as there was an ample supply of softwood 4 

Mr. JosrrHson. That is correct. 

Senator Corron. Just one more question. I think there has been 
testimony on this before. How long does it take to grow a pine tree in 
Alabama? 

Mr. JosepHson. On the average sites in Alabama, pine plantations 
can probably be thinned at the age of 12 or 15 years for the first time, 
and thinned thereafter at intervals of approximately 5 years, with a 
final crop of sawed timber trees, and the more valuable poles and 
pilings, at about 60 years. 

Senator Corron. What is the situation on the same kind of a tree 
in Canada? 

Mr. JoserHson. The spruce and fir timber in Canada probably will 
be managed at rotations of at least 100 years or 120 vears, perhaps. 
But the growth per acre in Canada, in well managed stands, may not 
be far below the growth we get in the South. 

Trees grow more slowly, but there are more trees per acre. While 
the growth per acre is less, it is not too far less. 

Senator Corron. But I meant from the longtime standpoint. 
Forgetting for the moment the greater supply now in Canada, from 
the longtime standpoint, isn’t there a greater future for newsprint in 
the southern part of the United States than there would be even in 
Canada ? 

Mr. JoserHson. We believe the South has advantages for growing 
crops of timber that are unequaled elsewhere. Since industries in 
the future will have to be based upon growing crops of timber, the 
South is indeed in a preferred position, we think. 

Senator Corron. We, in New England aren’t in a very good posi- 
tion ? 

Mr. JosepHson. Not as good as the South. But New England has 
been and undoubtedly will be called upon, too, for some of the indus- 
trial production. 

Senator Purre.t. But not for newsprint apparently. 

Mr. JosePHSON. A good segment of the present newsprint produc- 
tion is in Maine, because of spruce and fir timber. With their use now 
of hardwoods in addition to softwoods, Maine certainly will continue 
to produce newsprint and will probably expand some. 

Senator Purret.. That is the point I was trying to develop, that 
they are now using hardwood for newsprint. 

Mr. JosepHson. That’s right. 

Senator Purret.. That is the question I asked. You tell me that 
there isn’t a great deal of difference in the cost of the product itself, 
that is, newsprint, over the use of softwoods. 

Mr. JosepHson. It has only been very recently that a process has 
been developed whereby hardwoods could be used in newsprint; and 
by this new semichemical process where some cooking is done but 
the wood is still ground, as much as approximatley 30 percent of the 
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newsprint sheet is made up of hardwood pulp. Seventy percent of 
the sheet is still softwood pulp. 

Senator Porrer. It is a mixture? 

Mr, JoserHson. A mixture. 

Senator Porrrr. As long as this is on a geographical basis, what is 
our forestry outlook in Michigan for newsprint ? 

Mr. JoserHson. Well, Michigan and the Lake States have a very 
sizable and growing pulp and paper industry. The mills which for- 
merly produced newsprint there have for the most part shifted over to 
other grades of paper. The mills are somewhat older, and it has been 
more profitable to shift over. 

With new processes, whereby hardwoods can be used, it is possible 
to produce newsprint there, too. The big question is whether it is as 
profitable as producing other grades of paper and board. 

In the West, the cut of softwood timber can be maintained or even 
increased over the next several decades, but in time the cut will taper 
off to a lower level. Eventually, with major investments in forestry 
efforts far beyond present anticipations, the timber cut could be 
increased again. 

Thus greater competition for timber and higher wood costs are 
expected, particularly for high-quality timber and the preferred soft- 
wood species. This competition prevails between the pulp and lumber 
industries, and within the pulp industry itself. 

The pulp and paper industry is in a relatively strong competitive 
position in obtaining timber supplies. Because of various competitive 
factors, the chief impacts of wood shortages will probably fall wpon 
the lumber industry and other plants requiring relatively high-quality 
timber. Pulpwood can be cut from small trees, for example, from 
thinnings, and from low-quality cull trees that are unsuitable for 
lumber. 

In recent years the pulp industry has also come to rely increasingly 
upon the residues from sawmills and other plants. West coast pulp 
mills, for example, are using about 2.5 million cords of plant residues 
annually, or about 45 percent of the total pulpwood consumed. 

Southern mills use about 375,000 cords of plant residues, or 2 per- 
cent of the total wood pulped. There are still an estimated 2.5 million 
cords of unused softwood plant residues in the South, and 3.3 million 
cords in the West available annually. 

While all of unused residues are not economically available for 
pulp use, they will undoubtedly provide some portion of the expanding 
timber needs of the industry. Standing timber, however, represents 
the chief source of the rapidly increasing cut of pulpwood which in 
1956 amounted to 36 million cords. 

Continued expansion of the pulp and paper industry is expected 
in the South. Most of the spectacular expansion of the pulp industry 
that has increased output from 9 million tons in 1940 to 22 million 
tons in 1956 has oceurred in Southern States. Last year 60 percent 
of the pulpwood cut in the United States was produced in the South. 
‘ighty-six percent of this was southern pine; 14 percent was hard- 
woods. 

Much of the recent and projected expansion of United States news- 
print production also is in the South. This development reflects the 
solution of technological problems in using southern pine, rapid de- 
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velopment of a regional newsprint market, and rising transportation 
costs. 

While further expansion of newsprint output in the South is likely, 
southern pine in general has been, and may continue to be, more valu- 
able for kraft pulp. With rapidly rising demands for products other 
than newsprint, it is quite likely that the southern industry will find 
it more profitable to continue to concentrate on kraft pulp and paper. 

The pulp industry in the South has been acquiring forest land and 
expanding tree planting and other forestry efforts. with the aim of 
growing a substantial part of its wood supply. The industry now 
owns more than 15 million acres of forest land in the South—3 times 
the acreage owned in 1945, and nearly 10 percent of the commercial 
forest land in this region. 

The chief source of wood, and the chief problems of future wood 
supply, however, center on the 1,800,000 farms and other nonindustrial 
private forest properties which comprise three-fourths of the South’s 
commercial forest land: 

These mainly small holdings have been supplying close to 80 percent 
of the wood used by the pulp-and-paper industry, and a major part 
of the lumber cut. Productivity of these forests is considerably lower 
than on public and forest industry ownerships. 

Let me emphasize that expansion of pulping capacity and other 
forest industries in the South can be safely supported only with greatly 
increased investments and research in fire protection, tree planting, 
stand improvement, and other forestry measures, not only on company 
lands but on these large numbers of small private ownerships which 
must furnish most of the wood for the forest industries. 

Without such accelerated forestry efforts, expansion of the pulp 
industry would be largely at the expense of the lumber industry and 
other wood manufacturers who also depend largely on these small 
holdings for wood supplies. 

There are various opportunities for new pulp mills or expansions 
of capacity in the Western States. Considerable expansion of the 
pulp-and-paper industry has been occurring in Washington, Oregon, 
and California. Most of this, as in the South, is for kraft pulp and 
grades of paper other than newsprint. 

Additional capacity can be based upon increased use of plant resi- 
dues or material now left on logging areas. Some expansion can be 
based upon use of little-used species, such as lodgepole pine or other 
old-growth timber on the national forests and on certain private hold- 
ings. Some can be based upon the thinnings obtained through more 
intensive forestry. 

In the Rocky Mountain area the J. & J. Rogers Co. has received 
a preliminary award from the Forest Service for 3 million cords of 
dead spruce in Colorado. The company plans to construct a news- 
print mill with an initial capacity of not less than 100 tons per day 
near Glenwood Springs, It is anticipated that work on construction 
of this mill will begin this spring. 

In northern Arizona a sale offering of 6 million cords of timber, 
consisting chiefly of ponderosa pine, is now being advertised by the 
Forest Service. This sale is expected to result in the establishment of 
a pulp mill of at least 200 tons daily capacity. Two additional pulp 
mills are being built in the Northern Rocky Mountain area. 
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There are other possibilities also in this region. 

Timber supplies in Alaska offer limited opportunities for produc- 
tion of pulp and paper, including newsprint. Most of the pulp timber 
suitable for current development in Alaska lies within the Tongass 
National Forest in the southeastern portion of the Territory. In the 
interior of Alaska there are substantial but known quantities of timber 
suitable for pulping, but for various reasons it does not seem likely 
that this timber will be developed in the near future. 

The potentialities of southeast Alaska for pulp and paper produc- 
tion have been well publicized in various reports on the newsprint 
supply situation over the past several years. On the Tongass National 
Forest old-growth timber stands consisting chiefly of western hemlock 
and spruce provide highly suitable raw material for newsprint as 
well as other grades of pulp and paper. 

Four substantial sales of pulp timber have now been made in south- 
east Alaska, and further expansions may be possible, depending on the 
outcome of surveys currently underway. 

The first major pulp plant in Alaska, the Ketchikan Pulp Co. at 
Ketchikan, has been in operation since 1954. This plant has a daily 
capacity of around 450 tons of dissolving pulp. The company has 
some 8 billion board-feet of pulp timber—a 50-year supply—under 
contract on the Tongass National Forest. 

The Pacific Northern Timber Co. was awarded a timber sale con- 
tract in 1955 for an estimated 3 billion board-feet of timber near 
Wrangell. This company has planned to build a sawmill and related 
plants and a pulp mill of about 100 tons daily capacity. It has until 
July 1957 to order sawmill machinery and equipment, and until the 
end of 1962 to construct the pulp mill. No construction has yet been 
started. 

The CHairman. Of course, none of those are newsprint. 

Mr. JosrpHson. That is correct. 

A subsidiary of the Georgia Pacific Co. in 1955 obtained preliminary 
award to a 50-year sale of 7.5 billion board-feet of pulp timber in the 
Juneau area. Most of this timber is located on Admiralty Island. The 
Georgia Pacific Co. holds an accelerated tax amortization certificate 
for the construction of a newsprint plant in the Juneau area. The 
terms of the timber sale were designed to supply the pulpwood for a 
major newsprint operation of 500 tons or more daily capacity. 

However, the Georgia Pacific Co. has just recently indicated that, 
because of power costs, it is now considering installation of a different 
type of plant to make pulp and paper other than newsprint. The com- 
pany has until July 1958 to qualify for final award of the timber and 
until July 1961 to install some type of pulp mill capable of processing 
the timber under contract. 

A fourth preliminary award of timber was made to the Alaska Lum- 
ber & Pulp Co. in 1956 covering some 514 billion board-feet of puip 
timber in the vicinity of Sitka. This company was established under 
the laws of Alaska in December 1953 by the Alaska Pulp Co., Ltd., of 
Tokyo, consisting of a group of Japanese pulp and rayon manufac- 
turers. 

The company has leased an idle sawmill at Wrangell, made extensive 
repairs, and is now operating the mill with logs purchased from inde- 
pendent loggers who have timber sale contracts on the Tongass Na- 
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tional Forest. The company has selected a plant site for a pulp mill 
and has conducted studies of measures necessary to control pollution. 
Plans are now being developed for construction of a dissolving pulp 
plant of approximately 300 tons daily capacity to be located near 
Sitka. 

The Cuamman. Do you know of any negotiations going on with 
the Japanese or a Japanese company on the Yakutat? 

Mr. Mason. Mr. Chairman, I heard Mr. Russell’s testimony a couple 
of days ago. That is the first I had heard of it. So we wired to 
our regional office at Juneau. 

I got the following wire back: 

Japanese interests have not applied for any timber other than that in their 
Sitka sale. There has been limited discussion with Japanese group regard- 
ing possible availability of 15 to 25 million board-feet per year to supplement 
volume from Sitka sale. No decision has been made pending completion of 
management plans, although Yakutat timber was mentioned along with other 
potential sources. 

I should say that any sale of the size discussed the other. day in 
the Yakutat area has to be approved by the Chief of the Forest Serv- 
ice. We have had nothing on it yet. 

The CHairMAN. I understand that. But is it correct. to say that 
there have been some preliminary discussions about the Yakutat unit 
with the Japanese? 

Mr. Mason. Along with other units. 

Mr. JoSEPHSON. The Department of Agriculture is committed to a 
policy of using national forest timber in Alaska for permanent devel- 
opment of the Territory. Regulations of the Secretary of Agricul- 
ture, based on statutes (44 Stat. 242; 16 U. S. C. 616), require that 
timber cut from the national forests in Alaska be given primary manu- 
facture within the Territory. 

The CuamrMan. Right there, let we ask you: There has been a 
Department definition, a long-standing one, of what is primary man- 
ufacture; is that correct? 

Mr. JosrpHson. That is correct. 

The CHairman. And that definition has always excluded the ship- 
ment of logs out of Alaska. 

Mr. JosepHson. That’s right. 

The Cuarrman. That still is in existence? 

Mr. JoserHson. That is right. 

The Cuairman. Do you know of any exceptions that have ever been 
made to that regulation ? 

Mr. Mason. The sngulstion provides for certain exceptions in the 
case of the loss of market. At the present time there is an exception 
being made in respect to the cedar logs being produced on the Ketchi- 
kan Pulp Co. sale. There is no market for that volume of cedar in 
Alaska, and about 5 million board-feet a year of cedar logs are being 
shi to Puget Sound. 

e CuarrMaNn. I think we should put that regulation in the record. 

(The regulation of the Secretary of Agriculture in respect to export 
of logs from Alaska is as follows:) 

Unless prohibited by specific instructions from the Secretary of Agriculture, 
timber lawfully cut on any national forest, except the national forests in Alaska, 


may be exported from the State where grown. Timber cut from the national 
forests in Alaska may not be exported from the Territory of Alaska in the form 
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of logs, cordwood, bolts, or other similar products necessitating primary manu- 
facture elsewhere without prior consent of the regional forester when the timber 
sale project involved is within his authorization to sell or the Chief, Forest Serv- 
ice, when a larger timber sale project is involved. In determining whether con- 
sent will be given to the export of such products consideration will be given, 
among other things, to whether such export will (1) permit a more complete 
utilization of material on areas being logged primarily for products for local 
manufacture, (2) prevent loss or serious deterioration of logs unsalable locally 
because of an unforeseen loss of market; (3) permit the salvage of timber dam- 
aged by wind, insects, or fire, (4) bring into use a minor species of little import- 
ance to local industrial development, (5) provide material required to meet 
national emergencies or to meet urgent aan unusual needs of the Nation. 

The Cuarrman. I understand the regulation at it now stands will 
allow an exception upon a showing that the logs—or the source of the 
raw material—would not be of use or for efficient operation in Alaska 
for primary manufacture; is that correct ? 

Mr. JosePHsoN. The logs would not be required for local use. 

The CHarrMan. In one case, you mentioned cedar logs. If there 
were some logs, say, in Yakutat—let’s use that as an example—and it 
had been proven they couldn’t be used efficiently or economically or 
have any value for sawmill sawing purposes or other purposes in 
Alaska proper, it would be possible under the present regulation to 
make an exception ; would that be correct ? 

Mr. JosepHson. That is my understanding. 

Mr. Mason. Yes. Perhaps it would be helpful if I read the particu- 
lar item of the regulation to which you have reference. 

In determining whether consent will be given to the export of such product, 
consideration will be given, among other things, to whether such export will (1) 
permit a more complete utilization of material on areas being logged primarily 
for products for local manufacture. 

If they could meet that definition 

The Cuarrman. If adequate proof was offered that there was pulp 
timber, or logs, that could not be economically used then or in the fu- 
ture, it is possible to make an exception ¢ 

Mr. JosepuHson. That is correct. 

Mr. Mason. That is correct. 

The Cramrman. Gentlemen, I suppose no one has been a better 
friend of Alaska than J have been, or tried to be. I will continue that 
friendship. However, in the State of Washington there is a shortage, 
by some mills, of logs and pulp timber. There is a possibility that they 
could use Alaska timber or logs to manufacture newsprint. This ex- 
ception would be under one of the five qualifications listed in the 

regulation. 

It will be recalled that the Forest Service, at one time, permitted 
some logs to be brought down to Puget Sound. I understand that 
these logs would not have been used in Alaska for remanufacture. 
They were sent to Puget Sound to determine if they could be eco- 
nomically used for newsprint. Reports to me indicate that they were 
suitable for newsprint. 

My reason for requesting the Forest Service to place a copy of the 
regulation in this record was to establish the fact that an exception 
could be made. 

Mr. Josepnson. The Forest Service has worked closely with agen- 
cies of the Department of the Interior charged with fostering the 
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welfare of Alaska. Strong, opposition .has been expressed to any 
relaxation of regulations requiring primary manufacture of timber 
within the Territory. 

The Cuarman. Right there again, to make the record perfectly 
clear, they are talking about the opposition to any relaxation of regu- 
lations, about the raw materials in Alaska that could economically be 
used for that primary manufacture in Alaska. 

Mr. Josrruson. That is right. 

The Department does not specify the end product for which na- 
tional forest timber is used. 

The CHamman. No; the Department does not. Governor Heintzle- 
man testified, that in contracts, such as the one with the Japanese at 
Sitka, that you could not specify what the end product could be used 
for. 

Mr. Joseruson. That is right. We do not have statutory authority 
to.do that. 

The Cuarrman. I stated, and I repeat, that it is properly up to the 
Congress, or this committee probably, to determine the policy to be 
followed. When a resource is taken out of the national domain—a 
raw material—we have an interest in its end use. We, the Congress, 
could conceivably want a policy adopted that would guarantee that 
this raw material be used to the greatest public advantage of our 
citizens, 

Our public lands are not limitless. This is constantly brought to 
my attention by citizens who question the wisdom of the Japanese 
leases. They have doubts about our permitting logs and timber being 
taken from the public domain for a use that could be less important 
than are our domestic needs, 

I want the record to show that there are, among our citizens, those 
who do not give wholehearted approval to that Japanese lease. 

Mr. Josepuson. So far here we have been talking about the possi- 
hilities of using softwoods in the United States and in Alaska. New 
technology favors use of hardwoods for newsprint in both northern 
znd southern states. During the past couple of years the Great North- 
ern Paper Co. in Maine has demonstrated that northern hard- 
woods can be used successfully for newsprint in the form of chemi- 
vroundwood pulp. We understand that about 30 percent of the wood 
used in this mill now consists of hardwoods. At least two of the 
southern newsprint mills are reported to be making tests with hard- 
wood pulps and planning for extensive use of hardwoods in news- 
print production. 

Research at the Forest Products Laboratory and at other insti- 
tutions shows that a wide variety of hardwood species are technically 
suitable for newsprint, as well as other grades of paper and board, 
using new semichemical and cold-soda pulping processes. 

Laboratory tests show that as much as 80 percent of newsprint 
furnish can be made up of semichemical hardwood pulps. Large- 
seale commercial trials are needed, however, to test pulp mixtures 
under practical operating conditions. 

With the increasing competition and rising costs of softwoods and 
with new pulping technology, it would appear to be only a question 
of time before hardwoods are used in both United States and Cana- 
dian mills for newsprint, as well as for other grades of paper and 
board. 
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In brief, timber resources can be obtained for expanded production 
of newsprint in a number of areas. Expansion might be at the expense 
of competing industries. Expansion of both the pulp industry and 
other wood-using plants can be safely vanmeatial only by greatly 
intensified forest management to increase the supply of softwoods, 
and by increased use of hardwoods. 

Various competitive factors in the pulp and paper industry will 
determine how much of the anticipated total expansion is for news- 
print rather than competing grades of pulp and paper. 

The CuatrmaAn. I want to ask a few questions. You may not be 
the proper people in the Department to answer them ; however, I would 
appreciate your personal opinion. 

In the State of Washington—and I suppose a comparable ratio 
might be true in Oregon and Idaho—there are at present approxi- 
mately 3 million board-feet of timber that have been left standing 
below the allowable annual cut set. by the Forest Service. 

What is the reason for that, generally speaking? 

Mr. Mason. Senator, I don’t quite check your statistics, but we 
are cutting about 90 percent of the allowable cut currently. 

(Discussion off the record.) 

The CHatrman. Do you have any comment to make on those sta- 
tistics? I ask this question because that may have some bearing upon 
the availability of raw material for what newsprint industry we 
have in the State of Washington and the Pacific Northwest. 

Mr. Mason. The primary problem, particularly on the Gifford 
Pinchot, is lack of timber-access roads. 

The CHarrman. That was the next question I was going to ask 
vou, whether or not the lack of access roads had something to do 
with it. 

Mr. Mason. That has something to do with it. Also we have right- 
of-way problems due to the construction of that series of dams on 
the Lewis River. We have been held up to just where we could put 
a road. There is a road in there on which we haven't been able to 
work out terms and so forth. We are working on that very hard. 

Incidentally, on the Gifford Pinchot, there is a new aphid that is 
killing the light fir. 

The Cramman. I was going to ask you about that, too. Let’s fin- 
ish with the access roads here on the question of the allowable cut. 

Mr. Mason. Mount Baker, as you know, is extremely rough and 
difficult forest. 

The Cramman. Difficult terrain, yes. 

Mr. Mason. We have both road construction problems and we have 
rights-of-way problems to get into the country back of Everett and 
Arlington, for one. We have somewhat similar problems on the Sno- 
qualmie Forest, particularly with respect to access problems in the 
Cedar River watershed of the city of Seattle, and also in the area 
south of there back of Mineral. 

The Cnarrman. IT understand the Snoqualmie problem with rela- 
tion to the Cedar River watershed. That is a problem. But would 
vou two gentlemen say generally that more access roads would help 
alleviate the situation whereby we would get closer to the allowable 
cut ¢ 

Mr. Mason. That’s correct. 
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The Cuairman. In this vear’s budget I understand you are $2,600,- 
000 shy of requesting the full authorized amount for access roads. 
Why is that? 

Mr. Mason. Of course I didn’t participate in this decision, but it is 
my understanding that that was due to a combination of several fac- 
tors. First, we are getting an increase through the 10 percent funds. 
Our value of timber cut has gone up substantially, and we are getting 
over a million dollars more out of the 10 percent than we did last year. 

The Cyairman, I don’t know whether that is true, but I presume 
it is. That would be added to this. 

Mr. Mason. Yes. They are both used for the same purpose. 

Second, the Forest Service has granted substantial budget increases 
for some other activities. 

The Crarrman. I understand your budget problem. But you do 
say we could get out more of the allowable cut if we did more about 
this access-road problem ? 

Mr. Mason. Yes, sir. 

The Cuarrman. My information is that there are 350,000 acres that 
have been attacked by the plague. What about those acres? Couldn’t 
they be used for newsprint, those logs? 

Mr. Mason. Yes, sir. That species is quite suitable for manufac- 
turing of pulp, including newsprint. You will have to bear in mind, 
of course, that those trees don’t grow in pure stands, and they are scat- 
tered in with hemlock and Douglas-fir. 

The Cuarrman. They may be a little more costly to get out. 

Mr. Mason. In general the timber that is being attacked lie above 
the pure Douglas-fir area. It is areas where we don’t have access 
at the present time. 

The Cuarrman. Let’s take the St. Helens and the Gifford Pinchot 
area. There are almost 2 billion feet in there that I understand has 
been attacked. 

Mr. Mason. I think the figures are that there are 600 million feet 
of the Pacific silver fir, the species that is being killed ; and associated 
with that is about 2 billion feet of other species that must be logged 
to get the 600 million out. 

The Cuamrman. But if we could move in rapidly with access roads, 
we might salvage this? 

Mr. Mason. Oh, yes. 

The Cuatrman. I understand—I think I am correct—that this 
timber could be used for newsprint. 

Mr. Mason. That is correct. 

The Cuatrman. It will be interesting to discuss the problem of 
financing access roads with the Forestry Service representatives when 
they appear before the Appropriations Committee. I personally am 
of the opinion that we should appropriate sufficient funds at once to 
salvage that timber. It will be false economy if we do not provide 
money to get these logs into production. I will call this to their 
attention if they do not urge immediate action. 

Last year we appropriated, I believe, $1,800,000 over and above 
their requests. We might have added close to $2 million. I do not 
have the figures here at this time. 

Information comes to me that we are lagging on this program. I 
assume that is primarily due to problems associated with access roads. 
Mr. Mason. And rights-of-way. 
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The Cuamman. Do you think that can be speeded up a little? 

Mr. Mason. Weare working on that right now; yes, sir. 

The Cuatrman. I think we might be able to, if we all attacked this 
problem both from the access roads and the question of allowable 
timber, get some more newsprint pulpwood for the mills. They are 
dreadfully short. We must pay attention particularly to the access 
roads, because most of the timber is not purchased—The Tacoma mill, 
for conan it buys a small tract of timber, and their problem is access 
roads. 

I want to put in the record at this point, too, a letter from the junior 


Senator from Oregon, in which he points up this problem. Senator 
Neuberger says: 


In the 1950-54 period the national forests of the Pacific Northwest cut only 
72.5 percent of their stated allowable cut. In addition, their inventories are 
out of date and indications are that these forests can provide a somewhat larger 
amount than the 2.9 billion board-feet set forth as their rated capacity. Fur- 
ther, there are substantial volumes of timber in subalpine species in areas not 
set aside as wilderness areas which have never been inventoried, and these do 
not appear as a part of the allowable cut. 


Is that generally correct ? 
Mr. Mason. That is more in Oregon than in Washington. 
The CHatrman (reading) : 


I have been working for 2 years to get this type of timber offered for competi- 
tive sale, So as to encourage newsprint and pulp production. 


I suppose that could be used for newsprint. 
Mr. Mason. Yes, it could. 
The Cuarrman (reading) : 


I have also been endeavoring to do what I can to learn how the number of 
pulp mills in the Northwest may be increased without the need of excessive initial 
capital investment. Attached is a recent letter to Senator Neuberger from the 
Chief of the Forest Service which encourages me to believe that much can be done. 


We will put the letter from the Department of Agriculture, Forest 
Service, into the record. That letter is signed by Richard McArdle, 
Chief, United States Forest Service. 
Also we will insert at this point in the record a letter from Senator 
Humphrey regarding the $4 per ton increase in newsprint and the 
hardship it is causing Minnesota papers. 
(The letters referred to follow:) 


Unitep Srates SENATE, 
COMMITTEE ON INTERIOR AND INSULAR AFFATRS, 
February 28, 1957. 
Hon. WARREN G. MAGNUSON, 
Chairman, Committee on Interstate and Foreign Commerce, 
United States Senate, Washington, D. C. 


Dear SENATOR: I am deeply concerned by the report that the West 
Tacoma Newsprint Co. urged before your committee that the Olympic National 
Park be reduced in size so that timber may be logged as part of the solution to the 
newsprint shortage. I view this as absolutely unnecessary. 

In the 1950-54 period, the national forests of the Pacific Northwest cut only 
72.5 percent of their stated allowable cut. In addition, their inventories are 
out of date and indications are that these forests can provide a somewhat larger 
amount than the 2.9 billion board-feet set forth as their rated capacity. Further, 
there are substantial volumes of timber in subalpine species in areas not set 
aside as wilderness areas which have never been inventoried, and these do not 
appear as a part of the allowable cut. I have been working for 2 years to get 
this type of timber offered for competitive sale, so as to encourage newsprint 
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and pulp production. Attached is a recent decision of the Secretary of Agriculture 
which supports my position. 

I have also been endeavoring to do what I can to learn how the number of 
pulp mills in the Northwest may be increased without the need of excessive 
initial capital investment. Attached is a recent letter from the Chief of the 
Forest Service which encourages me to believe that much can be done. 

I am concerned that dominant enterprises in the paper industry may be in a 
position to use monopolistic techniques and possibly even planned shortages to 
lead the press to the conclusion that the timber of the park and wilderness areas 
must eventually be sacrificed to alleviate the newsprint shortage. That shortage, 
and the mounting newsprint costs, which have climbed 50 percent in recent years, 
has already had serious adverse effects on the economics of the press and thus, 
in the final analysis, on the free flow of information and ideas which we cherish 
as fundamental in our democracy. Yet I am confident that there are adequate 
sources of timber for newsprint outside these protected areas. Thus I would 
appreciate your giving consideration to asking the United States Forest Service 
how they might take further positive steps to increase the proportion of the 
allowable cut which actually reaches the market. In addition, I believe that 
with adequate appropriations the USFS could do much to assist technically in 
the development of additional newsprint mills in the Pacific Northwest. This 
would also use presently inadequately used species to develop much needed 
additional payrolls for our region. 

I would appreciate having this letter made a part of the record of your present 
most valuable hearings on the important newsprint problein. 

With kind regards, I am, 

Sincerely, 
RicHarp L. NEUBERGER, 
United States Senate. 


UNITED STATES DEPARTMENT OF AGRICULTURE, 
Forest SERVICE, 
Washington, January 28, 1957. 
Re pulp and paper, general. 


Hon. RicHarp L. NEUBERGER, 
United States Senate. 

DEAR SENATOR NEUBERGER: Reference is made to my letter of January 15 in 
reply to your letter of January 3 concerning the possibilities for the establishment 
of small pulp mills in the State of Oregon. We have consulted with our Forest 
Products Laboratory and have reviewed with them the history of the pulp 
industry in this country as well as present trends in that field. 

As you may know, a large part of our effort in pulp and paper research at 
the Forest Products Laboratory has been directed toward the broadening of the 
raw material base for pulp as well as the development of better processes, 
particularly those which are suited to small-size pulp units close to the woods. 
Some 25 years ago or more, the laboratory developed a semichemical process 
which was a start in that direction. This process allowed the use of hardwoods 
and other species not then considered suitable for pulp. It also resulted in 
greater pulp recoveries than are possible for the conventional sulfate and sulfite 
chemical processes. 

Recently we have developed a cold soda process which is applicable to certain 
species. It is a radical departure from past processes in that it does not depend 
on heat or pressure to prepare the pulp chips for treatment and also makes use 
of a roller mill coupled with an attrition mill for fiberizing the pulp. Two plants 
are already under construction which will use this process. 

One of the older processes for pulp manufacture has been the groundwood 
process from which newsprint is generally made. This process is very selective 
as far as species are concerned and generally does not tolerate resinous woods 
for better quality pulps. The process consists essentially of grinding the wood 
block under controlled pressure on a grindstone. It is one of the less costly 
processes but the end product is only suitable for coarser products such as 
newsprint. 

Semichemical, cold soda and groundwood processes can be operated economi- 
cally in relatively small units 25 to 50 tons a day or more, depending on local 
conditions. It is very difficult to speak in generalities regarding the most 
economical size of pulp mill which can be developed. Local conditions are some- 
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times mvure important in this regard than the process used. One of these con- 
ditions which is important is the availability of markets for wet pulp which 
would preclude the need for drying processes in the small plant and thereby cut 
down the cost of installation. Others might be the cost and nature of the raw- 
material supply or problems concerning the availability of water and the dis- 
posal of plant waste. 

If one were to consult with experienced people in the pulp industry, they might 
tell you that they would not recommend a sulfate mill of less than 400-ton capacity. 
The reason for this is that a chemical-recovery plant is now available for kraft 
mills in units for this daily capacity. In spite of this, a 150-ton unit has been 
operating at Albany, Oreg., using the sulfate process. The fact that this plant 
has been successful indicates the effect of compensating cost factors for that 
paritcular location. At Albany the wood supply is entirely in the form of 
chips from sawmills and the cost of wood preparation was eliminated. Rather 
simple methods are used to handle chips and certain short cuts in the design 
of the plant resulted in a lower erection cost than would be necessary for a more 
conventional-type mill. Another important factor is a favorable situation from 
the ‘standpoint of availability of water and disposal of mill effluent. At present 
the operator of this plant intends to double its capacity. We understand that 
suitable mill sites with adequate water suply are still available for the con- 
struction of pulp mills in Oregon providing the necessary precautions for avoid- 
ing water pollution are taken. 

It is my understanding that you are particularly interested in the development 
of integrated operations where pulp mills are established in connection with 
sawmilling operations. We agree with you that this is a needed development 
if we are to get fullest utilization of our timber stand in that State. We have 
done much research directed toward Oregon conditions. It is now more fully 
recognized that the conversion of low grades of wood into pulp products is a much 
better balanced economy for both sawmills and pulp mills than is the case 
where each industry operated independently without this integration. In sum- 
mary, it appears that pulp mills as small as 25 tons daily capacity can be built 
and operated successfully under favorable conditions (one such pulp plant is now 
operating on ponderosa pine in the vicinity of Flagstaff, Ariz.). There can be 
no. general statement made regarding the feasibility of small plants and a careful 
study must be made at each location. In general, it is difficult to conceive a 
chemical-type process being successful where the capacity is less than 100 tons. 

We are not in a position to give consulting advice to prospective pulp operators 
other than in a general way. However, we do have knowledge of pulp opera- 
tions that are under way or in prospect to which we may direct interested par- 
ties in order that they may arrive at their own conclusions. We will continue 
to work on the development of simpler processes in order to insure the eventual 
possibility of widespread diversification of the pulp industry. 

Very truly yours, 
RicHarp E. McArpie, Chief. 


UNITED STATES SENATE, 
COMMITTEE ON AGRICULTURE AND FORESTRY, 
February 28, 1957. 
Hon. WARREN G. MAGNUSON, 
Chairman, Senate Committee on Interstate and Foreign Commerce, 
United States Senate, Washington, D. C. 


DEAR WARREN: The recent $4-per-ton increase in newsprint prices is causing 
serious hardship to Minnesota papers. I do not believe that the increase was 
justified and I do not think the shortage of newsprint is an accident. I know 
that in your hearings you will be exploring every aspect of this problem which 
seems to stem from a reluctance of the giants who control and manipulate 
paper production and prices to keep pace with the needs of our economy. 

If there is any possibility, I would appreciate your having the Forest Service 
testify on the role the national forests might play in providing an additional 
source for wood. In Minnesota, for example, we have 100 million board-feet 
of timber that should be cut each year from the Superior National Forest. If 
paper production could be increased through the development of several small 
newsprint mills we might be able to help solve this problem and at the same 
time improve the economy of our State. I would like to urge that you see what 
can be done to have the Forest Service make a special study and report on the 
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possibilities for increased newsprint production from the national forests. It 
seems to me that with their Forest Products Laboratory much good work could 
be done. 

I am deeply gratified that you are holding hearings upon this vital matter. 
As chairman of the Interstate and Foreign Commerce Committee and as a 
member of the Appropriations Committee you can do a great deal to protect 
democracy’s main pillar—a truly free press. 

With every good wish, 

Sincerely yours, 
Husert H. HUMPHREY. 


FEBRUARY 27, 1957. 
Mr. Ricwarp BE. McARbLe, 
Chief, Forest Service, 
Department of Agriculture, Washington, D, C. 

Dear Mr. McArbiLE: It has come to my attention that the present timber cut 
in Superior National Forest is running at about 80 million board-feet, while 
the allowable cut approximates 180 million board-feet. In studying the financial 
status of the several counties in Minnesota which derive part of their income 
from a percentage of the revenues from Superior National Forest timber, it has 
occurred to me that were a method developed to increase the actual cut to more 
nearly approximate the allowable cut, the counties as well as the Federal Govern- 
ment would derive substantial benefit. 

It has also been my observation that a more healthy and competitive forest 
industry in northern Minnesota is possible were the necessary facts available to 
interested organizations and governmental units. 

I have a number of questions which I would appreciate your answering in 
some detail. 

First of all, information is needed showing the types and location of national 
forest timber which is not presently being cut, and the reasons therefor. What 
uses does the research program of the Forest Service indicate could be made 
of this type of timber which is not presently being cut and sold? 

Secondly, what is the amount of timber in terms of board-feet and acreage 
which is set aside in the wilderness area of Superior National Forest? Is 
any of this timber included in your data upon timber cuts and timber sales? 

What is the relationship between the amount of Forest Service timber and 
privately owned timber in the counties of Minnesota containing National Forest 
Service timber? During the past several years how much is being cut from 
Forest Service land and how much from private and State-owned lands? Are 
the species not being cut on Forest Service land the same species which are not 
being cut from private lands within the national forest boundaries? 

Are there any timber products being imported into Minnesota or Wisconsin 
which are comparable to species which are grown in Minnesota but are not being 
cut? 

What suggestions do you have for developing additional markets for this 
unused timber? In particular, what suggestions do you have regarding the 
possibility of the installation of small plants to process Minnesota timber and 
therefore to expand the economy of northern Minnesota? 

Your letter of February 14 listed a tabulation of revenues received in fiscal 
year 1953 from the national forests of Minnesota. May I have the same data 
with respect to the last 4 years including the amounts paid to the counties of 
Minnesota, broken down by counties. 

If full utilization of national forest timber could be secured, what is your 
estimate of the change in revenues to these counties that would occur? 

Sincerely yours, 
Husert H. HUMPHREY. 


The Crarrman. I have another question I wanted to ask of you 
people. Senator Humphrey says in his letter: 


I would appreciate your having the Forest Service testify on the role the 
national forests might play in providing an additional source for wood. 


You testified to that here. 


In Minnesota, for example, we have 100 million board-feet of timber that 
should be cut each year from the Superior National Forest. If paper production 
could be increased through the development of several small newsprint mills we 
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might be able to help solve this problem and at the same time improve the 
economy of our State. I would like to urge that you see what can be done to 
have the Forest Service make a special study and report on the possibilities for 
increased newsprint production from the national forests. It seems to me that 
with their Forest Products Laboratory much good work could be done. 


I do not know a great deal about that problem in Minnesota, but I 
know in the Pacific Northwest if we move on access roads, if we move 
on our down timber, if we move on these blighted areas, we might come 
up with some more raw material for newsprint. 

I think you gentleman generally agree with me on that, don’t you? 

Mr. Joseruson. Increasing the total cut would make more timber 
available for all industries, including newsprint. 

The Cuatrman. I think the Appropriations Committee would be 
interested as it will help to produce newsprint. In my opinion it is 
false economy to let these logs, which we know are there, be wasted. 
The same is true in Alaska in certain places. 

I would like to insert in the record at this point, a copy of a letter 
from Mr. Thomas A. Morgan, president, Columbia Lumber Company 
of Alaska, Juneau, Alaska, which was forwarded to me by Delegate 
FE. L. Bartlett, of Alaska. 

(The letter referred to follows :) 


ConuMBIA LumMBER COMPANY OF ALASKA, 


Juneau, February 26, 1957. 
Re Senate hearings on newsprint. 


Hon. BE. L. Bartlett, 
Delegate to Congress From Alaska, 
New Heuse Office Building, Washington, D. C. 

DEAR Mr. BARTLETT: We understand there is to be a hearing in Washington 
on the newsprint situation, particularly with reference to the possibility of devel- 
oping a source of newsprint from Alaska. This hearing has been prompted to a 
certain degree at least by the recent increase in the price of newsprint. 

Have been in Alaska for 31 years, and it is my opinion that there have been 
at least a dozen hearings similar to the one that will soon be held in Washington, 
but, to my knowledge, nothing has come from any of these hearings. It seems to 
me that they fail to meet the situation squarely or are reluctant to take the 
necessary action to create a newsprint industry in the Territory. 

Perhaps you are familiar with the fact that the largest single cost in the pro- 
duction of newsprint is the power that is consumed. In most cases the raw mate- 
rial is not the biggest item, and the same can be said of labor. To make news- 
print economically, a piant must have a source of cheap power. Most of the 
newsprint plants in the Northwest are buying their power from the Federal 
power grid for 3 mills per kilowatt-hour, 

We have an abundance of raw material, and at our 2 mills in Juneau and Sitka 
we normally burn enough good material to keep at least 1 paper machine going 
steadily. The raw material can be supplied cheaply in perpetuity. Sites are 
available, water is available in ample supply, and manpower can be readily 
secured. The only missing link, as mentioned above, is an adequate quantity of 
cheap electrical energy. 

This can be supplied easily if the Federal Government is serious about estab- 
lishing a newsprint industry in Alaska. They should permit the Reclamation 
Service to developed one or more of the power sites in this area, agreeing to con- 
tract the power at rates the prospective producers of newsprint can pay. By the 
elimination of most of the depreciation and some of the interest, am convinced 
that power can be supplied from Lake Dorothy at the right rate and which would 
pay the operating costs of the powerplant. Why should not the Government do 
this for Alaska. We do much more for countries all over the world. Further- 
more, it would be economically sound even though the powerplant would lose 
some money. Think of the tax revenues involved, as well as the stabilizing effect 
of the Alaska newsprint production on the price of that commodity. 

This program is already overdue, and some action should be taken promptly. 
If this Senate committee would come up with a concrete proposal that would pro- 
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vide the required low-cost power, then a newsprint industry in Alaska would be 
feasible. Frank Heintzleman is in Washington and may testify at this hearing. 
He is well informed as to all of the requirements, so his testimony should be very 
valuable. I hope that the Senate group is prepared to face the situation and 
will do something cnocrete, instead of filing the report of the hearing and letting 
it go at that. 

We will be glad to receive a copy of the report or any information regarding it 
that may be of interest. 

Yours very truly, 
CoLUMBIA LUMBER COMPANY OF ALASKA, 
By Tuomas A. MorGan, President. 

The Cnarrman. I am happy to see the Alaska delegation at these 
hearings, Senator-elect Ernest Gruening, Senator-elect Egan, and 
Congressman-elect Rivers. 

Next we will hear from Senator-elect Ernest Gruening, of Alaska. 


STATEMENT OF SENATOR-ELECT ERNEST GRUENING, OF ALASKA 


Senator Gruentne. Mr. Chairman, the people of Alaska are nat- 
urally very much interested and hopeful about the possibility of estab- 
lishing a newsprint mill in southeastern Alaska. 

The CHamman. Governor Heintzleman, why don’t you come up 
here, too, because this whole subject is related. 

Senator Grurentna. I want to say Frank Heintzleman is the real 
expert on this subject. He knows all the answers and has devoted his 
entire life to it. 

I am encouraged by the statement of Mr. Mueller, of the Depart- 
ment of Commerce, which indicates that Alaska has all the natural 
facilities to make such a newsprint mill possible. 

He says in addition to large pulpwood timber resources—you will 
recall Mr. Josephson’s testimony that the principal sources of news- 
print pulp are hemlock, western hemlock, and spruce—that our Ton- 
gass National Forest is 94 percent of those woods. In addition, we 
have the potential for the development of adequate hydroelectric 
power and an abundance of pure fresh water, as well as wonderful 
ports and harbors. 

In other words, nature has provided all the facilities. But the 
obstacles, according to the Department of Commerce, are labor costs, 
construction costs, and shipping costs, which you will note are man- 
made obstacles. And no one knows more about the transportation 
problems in Alaska than you, Senator Magnuson. 

No one has done more to try to solve them, since you were the father 
of the Alaskan Highway and now we hope, the father of another high- 
way and a railroad to Alaska. You have also done much to help us 
in our shipping problems. 

The CuarrMan. Thank you. 

Senator Grurninc. We note that there has been a discussion of a 
paper mill at Juneau, and that project is still pending. But the re- 
port of Mr. Josephson of the Forest Service indicates that the com- 
pany that has that in mind is somewhat hesitant because of the high 
cost of power. It obviously would have to supply the power. 

If we went back to the policies which were in effect up to a few 
years ago, maybe the Federal Government would come in and supply 
that power. Whether under the present so-called partnership policy 
in the hydroelectric power field that would be possible or not I don’t 
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know. But newsprint is so vital that maybe even those who oppose 
public power development on principle would make an exception to 
make use of Alaska’s great and largely unused hydroelectric poten- 
tialities. Then we would get real results. We feel that it would bene- 
fit the entire Nation to use these Alaska resources to the fullest. 
Nature has placed them there. Why should not man have the wisdom 
to put them to use? 

ut you know, as well as anybody in the Congress, that nothing is 
so vital to Alaska’s economy as year-round industry. We have been 
handicapped by the high seasonal factor. 

So when the pulp mill, with 12 months’ annual employment, was 
established in Ketchikan, largely through the efforts of Mr. Heintzle- 
man, I felt it was the most important economic event since the gold 
rush and so stated publicly. 

If we could add to that going enterprise the potentials of three more 
pulp plants in southeastern Alaska, or one of them a paper plant, it 
would be most desirable and it would do more to advance the economy 
and growth of Alaska than almost anything else I can think of. We 
would be utilizing, usefully, this great timber resource, which until 
the establishment of this Ketchikan pulp mill 3 years ago, had gone 
largely unutilized for half a century, ever since the establishment of 
Alaska’s two national forests. 

So I am hopeful that the present newsprint shortage and the in- 
terest of this committee and what it develops will tend to that result. 

We are fully aware, Mr. Chairman, of your great concern for and 
constant support of Alaska’s interests, and we know that newsprint 
development is in the interest of the Nation as well as of Alaska. 

That is all I want to say. 

The CuarrMan. I am in complete agreement with you, Governor, re- 
garding the industrial development of Alaska’s resources. Here is 
just one industry, the pulp and paper industry, that presents a problem 
to be solved. Despite some of the optimistic remarks that we hear, we 
have quite a way to go to fully utilize our pulp timber forests. Now is 
the time to do something. 

Senator GrurentrnG. | would like to add this postscript and that is 
that the adverse factors which were mentioned in Mr. Mueller’s re- 
port, the high labor costs and the high transportation costs—which, as 
I say, are manmade factors—are subject to rectification also by man. 

Especially will that be the case if we get statehood and can get rid 
of that discrimination in the Jones Act—the Merchant Marine Act of 
1920—and therefore probably bring down transportation costs. That 
would mean a reduction in the cost of living and bring down actual 
labor costs—but, not real wages; real wages might be just as high, if 
not higher, if the cost of living is reduced. 

But the actual high-money wages at present which frighten industry 
could as a result of lower transportation and the resulting lower living 
cost, be substantially reduced, while not at all diminishing the true 
income and purchasing power of the workingman of Alaska. 

Thank you very much. 

The Cuarrman. In looking at the newsprint picture at this time 
we are constantly brought to face with price rises and the hardships 
that these rises cause. However, let us be mindful of the hard fact that 
we are dependent to a great extent, 72 percent, upon imported news- 











t 


SABIE SET ELE ESSELTE SETI es 





248 NEWSPRINT INQUIRY 


rint. Relief is pretty much out of our hands unless we develop our 

ull potential supply here in our country. 

Governor, I do not mean in Alaska alone. I am thinking of our 
southern pine, of the developments in Arizona, in Colorado, and of 
the unused potential in the Northwest, as brought out by Mr. Joseph- 
son. There is sufficient opportunity for everyone when we realize that 
we _— in the United States use one-half of the world’s newsprint 
supply. 

urely Governor, there is a place for this Alaskan development in 
the picture. 

Senator Gruenine. How much better if we could produce more of 
what we consume. 

May [I also report in connection with the discussion of the export of 
logs that the Alaska Legislature has just passed unanimously a resolu- 
tion—I get this from a clipping from the Juneau Independent, which 
has just arrived, and it is as follows 

Both houses of the legislature this week whisked through under suspension of 
the rules, a memorial urging that there be no change in Forest Service policy 


prohibiting export of logs from Alaska. The regulation requires primary manu- 
facturing in the Territory. 


Senator Elton Engstrom was joined by six other Senators in authorship and 
the memorial gained a unanimous vote. 

The Cuarrman, You understand that the Chairman wasn’t suggest- 
ing a change in the regulation, but we did point out that there may be 
cases where there could be, upon a showing, exceptions made like there 
was in the Sitka case. 

I wanted to have the record show that it is possible that there may 
be some exceptions. I do not believe that the general policy can be 
changed ; and I think it is a good policy. 

Senator Grugenine. Yes, Mr. Rectan, I think you know that 
we—no one in Alaska I should say—wants to adopt a dog-in-the- 
manger policy as to any part of the product that can’t be utilized well 
in Alaska, and certainly if it can be put to good use down in your State. 

Certainly that would be commonsense and public spirit and good 
neighborliness to do so. 

The CHarmman. Upon a proper showing that facts warrant an 
exception in the case. Thank you, sir. 

Governor Heintzleman, you may proceed with your statement. 


STATEMENT OF HON. FRANK HEINTZLEMAN, FORMER GOVERNOR 
OF ALASKA 


Mr. Heinrzteman. Mr. Chairman, the development of the hemlock 
and spruce pulp resources of the Tongass National Forest which 
covers most of southeast Alaska has been seriously considered a num- 
ber of times in the past 30 years. Among the earliest proposed 
projects were two large newsprint mills. 

Late in the 1920’s a large Pacific coast manufacturer and a combi- 
nation of western newspaper publishers applied for and received 
awards of timber and waterpower sites from the Forest Service and 
the Federal Power Commission for the establishment of newsprint 
mills at Ketchikan and Juneau. 
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Substantial sums of money were spent by these groups on project 
surveys and plans during a period of 3 years or more, but the great 
economic depression of that period blocked the start of construction 
and, in 1933, with the industry still in poor condition, the awards were 
terminated. 

Between 1933 and the start of World War II, a number of other 
projects were considered but none of these cases reached the point 
where timber and power site awards were granted. 

At the close of World War II the Forest Service publicized the 
possibilities for pulp and paper manufacture in Alaska in the light of 
the much improved condition, present and prospective, of the industry. 

In 1948 it advertised for sale by bid and subsequently awarded long- 
term cutting rights on a large block of timber in the vicinity of Ketchi- 
kan for the support of a prospective pulp mill. The awardee was 
the Ketchikan Pulp & Paper Ca. a group connected with the Puget 
Sound Pulp & Timber Co., of Bellingham, Wash. 

The American Viscose Corp., of Philadelphia, became associated 
with the Ketchikan Co. and a large plant for the manufacture of dis- 
solving type of pulp for use in rayon and cellophane was built and 
has been in operation since mid-1953. Cutting rights on other large 
timber units located in the vicinity of Sitka, Wrangell, and Juneau 
have since been awarded on bid to interested groups and pulp mills 
ure in early prospect to utilize these timber units. 

It should be understood that the timber-use policies are aimed at 
having the Tongass National Forest provide the raw material for the 
development of a large-scale permanent timber industry in the region, 
based primarily on pulp and paper production, but also on an inte- 
grated system of timber industries which will make the best use of 
every species and grade of timber available. 

The associated industries might range from sawmills and plywood 
plants to wood novelty factories and the production of cedar telephone 
poles and shingles. With the virgin timber stand of southeast Alaska 
still largely intact, a “start from scratch” can be made in building up 
« region of model logging and manufacturing towns, modern mills, 
and a population of permanent Alaska workers skilled in local logging 
methods and in the varied trades of the several woodworking plants. 

The almost complete ownership of the timber resource by the Fed- 
eral Government and its administration by a single public agency 
greatly simplify the establishment of an orderly regionwide timber 
industry development here including the application of the sustained 
vield principle of timber management. 

All of the three additional pulp mills now in prospect are intending, 
[ am told, to make chemical pulp rather than newsprint. Doubtless 
this choice of product is due to the fact that the proposed chemical 
pulps are higher grade and are higher priced than newsprint, and 
thus can better stand the shipping costs from Alaska to the States. 

The timber is well suited to the making of this high-grade material ; 
the markets are wider and more diversified than from newsprint: and 
chemical plants do not require the enormous quantities of power 
which are needed by newsprint mills to produce the high percentage of 
ground woodpulp which goes into newsprint. 

In Alaska, power for newsprint is not available from public utility 
companies and the development of waterpower by the pulp company 
would entail a huge additional capital investment. 
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If a large newsprint mill is to be established in Alaska, the best. loca- 
tion is in the vicinity of Juneau. It would make use of the timber al- 
lotment in which the Georgia Pacific Co. has been awarded the cutting 
rights by the Forest Service but for which construction of the pulp 
inill facilities has not yet been started. 

This timber unit could supply a large plant, say 700 tons daily, in 
perpetuity under proper forest management. Ample waterpower 
can be a at a fair but not a very low cost, about 7 to 714 mills 
per kilowatt-hour, and the plant can be placed on the outskirts of 
Juneau, a modern community of 8,000 to 9,000 population. 

I do not pretend to speak for the Georgia Pacific Co., but I believe 
that the installation of a public power project there would be in great 
inducement to the establishment of a newsprint mill in place of a 
chemical pulp plant even if the cost per kilowatt-hour for the power 
needed by the newsprint mill be no lower than for a company-devel- 
oped power source. 

Purchased power would avoid a large capital investment in power 
facilities. I might add that public power would also promote the 
development of local mineral resources, especially iron and nickel ores. 

A second possible newsprint mill location is in the vicinity of 
Wrangell and Petersburg halfway between Ketchikan and Juneau 
in southeastern Alaska. This is the timber allotment in which the 
Northern Timber Co. held a timber-cutting award from the Forest 
Service for a sawmill and relatively small pulp mill. The timber 
supply should be able to maintain a newsprint mill of at least 350 
tons daily capacity and possibly a considerably larger plant. Water- 
power is available for development at a fair but not a low cost. 

In addition to lack of developed and very cheap power sources in 
Alaska, prospective newsprint mill operations have been faced with 
the prevailing high water freight costs on the Inside Passage to Puget 
Sound and to railheads at Prince Rupert or Vancouver, B. C. 

What is needed there is a system of barges or ferry boats of a 
“roll on-roll off” or “lift on-lift off” type to carry railroad cars, vans, 
and trailers between the towns, pulp and paper mills, sawmills, fish 
processing plants, and so forth, of southeastern Alaska and ports to 
the south. Such a service might reduce by as much as 40 percent the 
present freight costs of steamer service by the conventional type of 
vessels now In operation. 

If Federal aid were made available for vessel construction com- 
parable to the aid given American shipping companies engaged in 
foreign trade, it is thought that one of the steamship companies oper- 
ating in the Alaska trade would install this type of service on the 
Inside Passage as soon as the establishment of another large pulpmill 
in southeastern Alaska along the Inside Passage, as at Juneau or 
Wrangell, is assured. This increase in the cargo business offered in 
southeastern Alaska, plus the Federal aid mentioned, is needed to 
justify the installation of this new and lower cost service. 

Mr. Chairman, I have here a statement of the legal basis for pro- 
hibiting exports from Alaska of timber, prepared by the United States 
Department of Agriculture. Also a copy of a telegram to you from 
Waino E. Hendrickson, Acting Governor of Alaska, regarding this 
matter. I have one or two statements here which I would like to put 
into the record also. 
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The CuHatrMan. Those may be inserted in the record at this point, 
with other letters, telegrams, and communications that are pertinent. 
(The documents are as follows :) 


UNITED STATES DEPARTMENT OF AGRICULTURE 
FOREST SERVICE, 
Washington, July 18, 1950. 


TIMBER SALES IN ALASKA 


Legal basis for prohibiting exports 


National forest timber is sold under provisions of the act of June 4, 1897 (30 
Stat. 35; 16 U. S. C. 476). This act includes the following phrase in respect to 
timber being sold ‘‘to be used in the State or Territory in which such timber 
reservation may be situated, respectively, but not for export therefrom.” The 
Secretary of Agriculture was authorized “in his discretion to permit timber and 
other forest products cut or removed from the national forests to be exported 
from the State or Territory in which such forests are respectively situated” in 
povisions of six annual departmental appropriation acts from 1917 to 1926, 
inclusive. This authorization now appears in section 491 of title 16 of the 
United States Code. The most recent enactment was on May 11, 1926 (44 Stat. 
512). Citation to the United States Statutes at Large for the other five enact- 
ments can be found in title 16, United States Code 491. 

Also a separate bill was enacted on April 13, 1926 (44 Stat. 242; 16 U.S. Cc. 
616). Provisions of this act are as follows: 

“Timber lawfully cut on any national forest, or on the public lands in Alaska, 
may be exported from the State or Territory where grown if, in the judgment 
of the Secretary of the department administering the national forests, or the 
publie lands in Alaska, the supply of timber for local use will not be endangered 
thereby, and the respective Secretaries concerned are hereby authorized to issue 
rules and regulations to carry out the purposes of this Act.” 

The prohibition against exports of national forest timber outside of the State 
or Territory in which the timber reservation is situated as provided in the act 
of June 4, 1897, therefore still remains in effect unless the Secretary of Agri- 
culture uses the discretion granted him under title 16, United States Code, 
sections 491 and 616 to permit such export. 

The discretion of the Secretary of Agriculture has been exercised in the last 
paragraph of regulation S-3 in regard to the use of national forest timber. 
This regulation is section 221.3 of title 36 of the Code of Federal Regulations. 
All of the regulations of the Secretary of Agriculture in regard to use of national 
forest timber resources were reissued and printed in the December 14, 1948, copy 
of the Federal Register (vol. 13, No. 242, pp. 7710-7715). The above referred 
to paragraph is as follows: 

“Unless prohibited by specific instructions from the Secretary of Agriculture, 
timber lawfully cut on any national forest, except the national forests in Alaska, 
may be exported from the State where grown. Timber cut from the national 
forests in Alaska may not be exported from the Territory of Alaska in the form 
of logs, cordwood, bolts, or other similar products necessitating primary manu- 
facture elsewhere without prior consent of the regional forester when the timber 
sale project involved is within his authorization to sell or the Chief, Forest 
Service, when a larger timber sale project is involved. In determining whether 
consent will be given to the export of such products consideration will be given, 
among other things, to whether such export will (1) permit a more complete 
utilization of material on areas being logged primarily for products for local 
manufacture, (2) prevent loss or serious deterioration of logs unsalable locally 
because of an unforeseen loss of market, (8) permit the salvage of timber dam- 
aged by wind, insects, or fire, (4) bring into use a minor species of little impor- 
tance to local industrial development, (5) provide material required to meet 
national emergencies or to meet urgent and unusual needs of the Nation.” 

The Department has not issued a general authorization for the export of logs 
from Alaska and in the absence of general or specific authorization export from 
the Territory is forbidden by law (16 U.S. C. 476). 


Policy of the Department of Agriculture regarding exports 


It is generally recognized that substantial vear-round industrial activity is 
needed to place Alaska on a firm economic footing. All the timber resources of 
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southeast Alaska can eventually be used by local year-round industries. It has 
been estimated that five major pulp or paper mills which can be permanently 
supported from timber of the Tongass National Forest would support directly 
and indirectly approximately 30,000 residents in southeast Alaska. Prospects 
for establishment of a pulp and paper industry offer the best and earliest oppor- 
tunity to establish year-round industry in this part of the Territory. 

This Department has worked closely with the Department of the Interior, 
which is directly charged wtih fostering the welfare of Alaska, in the establish- 
ment of a pulp and paper industry in the Territory. That Department is strongly 
opposed to any relaxation in regulations of this Department in respect to author- 
izing export of national forest timber in log form. 

The importance of Alaska to national defense is well known. Apparently the 
interest of the Nation in building up a stable civilian population in Alaska as 
a defense measure is less generally recognized. There are attached excerpts 
of testimony before congressional committees which indicate opinions of high 
military leaders on this subject. 

It is felt that the policy of the Department of Agriculture in respect to export 
of logs from the national forests of southeast Alaska is in the national interest 
and in harmony with the view of the President as expressed in his special mes- 
sage to Congress of May 21, 1948, urging statehood for Alaska. This Depart- 
ment’s policy on export of logs from Alaska is an essential segment of the 
national policy to build up the area. 

Effect of export prohibition on newsprint production in Pacific Northwest 

Southeast Alaska timber is approximately 75 percent hemiock and 20 percent 
Sitka spruce. The hemlock timber is mostly of a size which under west coast 
conditions is suitable primarily for pulp rather than sawlogs. Hence any large- 
scale log exportation from Alaska to the States must necessarily be in connec- 
tion with pulp and paper enterprises. 

Western hemlock is the major species used in pulp manufacture in western 
Oregon and Washington. The timber industry in this area is organized primarily 
for the production of Douglas-fir saw and veneer logs. <A large volume of western 
hemlock must unavoidably be cut in connection with these sawlog operations. 
Over the years the supply of hemlock logs in relation to existing market demands 
has been much larger than for Douglas-fir. Consequently, the price of hemlock 
logs in Puget Sound, Grays Harbor, and Columbia River has always been mate- 
rially lower than for Douglas-fir. For many years hemlock logs sold for less 
than the average cost to produce logs of all species. The loggers were willing 
to continue to sell hemlock at less than full cost of production in order to avoid 
greater losses if the material had been left in the woods. This abundance of rela- 
tively low-priced hemlock logs in western Washington is undoubtedly one of the 
main reasons why expansion of the pulp and paper industry to Alaska has been 
delayed. 

Conversely, renewed interest in the Alaska pulp enterprises beginning iu 
1946 came when under OPA price ceilings hemlock logs for pulp manufacture 
could not be readily purchased for cash. After the removal of OPA price ceil- 
ings in December 1946 hemlock logs advanced in price to $32 to $35 per thousand 
in grades 2 and 3, which are used in pulp manufacture. After the market 
broke in 1949, No. 2 and No. 3 hemlock logs sold as low as $25 per thousand. 
The price has again increased this year, and currently hemlock logs are selling 
around $34 per thousand on Puget Sound. 

Since the termination of OPA controls there has been no shortage of hemlock 
logs for pulping in western Oregon or Washington. During most of the last 
3 years the pulp industry in this area has been operating at capacity. Such mill 
shutdowns as have occurred have not been caused by a shortage of pulping 
material. The circumstances clearly indicate that the west coast pulp industry 
is not in need of additional hemlock timber from Alaska. 

In the testimony before your committee it has been charged that the depart- 
mental regulations against export of timber from Alaska has prevented ex- 
pansion of established plants in western Oregon and Washington or the establish- 
ment of additional plants, particularly concerns which would manufacture news- 
print. This Department has not heretofore encountered a serious contention in 
this regard, although the export policy has been well known to the pulp and 
paper industry and the general public for many years. 
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In addition to the circulation of news stories, magazine articles, proposals, and 
prospectuses on the possibilities for major pulp sales in Alaska, the Forest Service 
has systematically contacted pulp and paper company executives, newsprint 
consumers, and other industrial executives whenever any indication was obtained 
that such persons might have an interest in the development of a pulp or paper 
enterprise in Alaska. Discussions with and investigations by such parties have 
been invited. In the course of such promotional work the Forest Service has 
not encountered a serious proposal on the part of any person or concern claiming 
to have the resources available for the enterprise to purchase a major bleck of 
pulp timber in Alaska for the purpose of constructing a new plant or making 
a major expansion of an existing plant within the States. Certainly if there was 
any feeling on the part of the pulp and paper industry or of newsprint consumers 
that the sound expansion of the pulp and paper industry in the States could be 
obtained through export of the Alaska timber, a proposal to do so with request for 
modification of departmental regulations would have long ago been advanced by 
such parties. 

Approximately 75 million board feet of lumber is produced annually in south- 
east Alaska, There are four modern medium-size sawmills in this area. Logging 
activities to supply these mills provides a sound basis to estimate the cost of log 
production in the vicinity. In logging for saw timber, selected areas where 
there is either a larger than normal concentration of spruce or where hemlock 
has grown to larger than average size must be chosen. Hence undoubtedly some 
reduction in current logging costs should bo obtained by a full-scale pulp-timber 
logging operation where much larger units of operation will be feasible. The 
average cost of logging as estimated in three recent Forest Service timber ap- 
praisals is shown below : 


Unit Heceta Island [Ww est Kosciusko | | South Hood Arm 
Date of appraisal | Feb, 1, 1948_____| June 1, 1950. Oct. 8, 1947. 
Volume in sale (million board-feet | 202 ; 44. 
Cost of legging. | $22.22 | $26.33. _._- ..} $19.57. 
Stumpage.._. ~----} $1.67 ~~. j $2.91. ..-:...-...| $1.70, 
Cost plus stumpage -_- $23.89 $28.04... ... | $21.27 


Logging costs of at least $23 per thousand including stumpage would be 
encountered under current conditions. These estimates allow no profit and 
risk to the operator. The operator would require at least a $3 per thousand 
margin for profit and risk which would place the cost of the logs ready for rafting 
in Alaska at approximately $26 per thousand. 

There is no experience on which to make dependable estimates for the cost of 
rafting and towage of logs from southeast Alaska to Puget Sound. Specially 
built rafts of cigar shape must be built with power equipment for such towage. 
The cost of such raft construction is in the neighborhood of 34 per thousand. The 
cost of towage is uncertain but undoubtedly would be at least in the neighbor- 
hood of $5 per thousand. Additional costs for breaking down rafts and storage 
at the termination point in the States would alse be encountered. Extensive 
storage facilities, all of which probably could not be provided in the immediate 
vicinity of a pulp plant, would be necessary to insure that sufficient logs would 
be on hand for steady operation of the plant during times when adverse weather 
interrupts towage service from Alaska. There is always some hazard of loss 
in long-distance-towage operations. Experiences of this sort were encountered 
in connection with the Alaska spruce log progarm. It seems extremely doubtful 
whether large scale movement of Alaska timber to the States can be accomplished 
at a total cost of less than $35 per thousand and the probabilities are that cost 
would be in the neighborhood of $40 per thousand, No. 2 and No. 3 hemlock logs 
in Puget Sound have never reached this latter price. 

The foregoing analysis leads to the conclusion that there is no sound basis for 
assertions that a significant increase in pulp or newsprint production corld be 
obtained from the export of logs from the Tongass National Forest. Sinee the 
benefits from a change in Department regulations on export of logs from Alaska 
would be at best minor and speculative, it is felt that these regulations should be 
maintained because of their important relation to the Nation's interest in Alaska 
development. 


S97T94—57 17 
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ExcERPT FroM STATEMENT OF MAJ. GEN. GRANDISON GARDNER, CHIEF, AIR FORCE 
Base Division Boarp, NATIONAL MILITARY HSTABLISHMENT, BEFORE SENATE 
PusBLic WorKs SUBCOMMITTEE ON 8. 856, 80rH CONGRESS 


Senator Carn. If you will proceed, General, in your own way, we will be 
pleased. 

. General Garpner. Thank you. The Secretary of the Army has previously 
made a very brief report on this bill in behalf of the Army and the Navy and 
the.Air Force, and I simply would like to call attention to the most pertinent 
statements in his report in two sentences which read : 

“The principal effect of this bill should be to stimulate the construction of com- 
munity facilities and generally advance the economic development of Alaska. 
This, it is believed, will contribute immeasurably to the military defense of 
that Territory.” 

I would say to the military defense of that Territory might have been added 
“and the United States as a whole.” ‘The defense in Alaska is therefore the 
defense of the United States as a whole. 

Senator Carin. Your defense for and in Alaska will never be adequate to this 
purpose until the day comes when you have a much larger civilian population 
on a permanent basis established in Alaska. That happens to be just a fact, 
isn’t it, General? 

General GARDNER. That is a correct statement. 





EXCERPT FROM STATEMENT OF JAMES P. Davis, DirEctToR, DIvISION oF TERRI- 
TORIES AND ISLAND POSSESSIONS, DEPARTMENT OF THE INTERIOR, BEFORE THE 
SUBCOMMITTEE OF TILE SENATE COMMITTEE ON APPROPRIATIONS CONCERNING 1951 
APPROPRIATION FOR ALASKA AND VIRGIN ISLANDS PUBLIC WoRKS PROGRAMS 


A sound economy is considered to be the keystone of a sound defense program. 
This is pointed out in a letter written by Gen. N. F. Twining, commander of 
the armed services in Alaska, and by the statement of Maj. Gen. Grandison 
Gardner, Chief, Air Force Base Division Board, before a subcommittee of the 
Senate Commitee on Public Works. 

General Twining, writing of other developments to aid Alaska, summarized 
hisfeeling as follows: 

“One of the most critical needs * * * is the provision of additional housing 
and community facilities * * *. Unless housing and related facilities can. be 
provided at reasonable costs, all other efforts to reduce the cost of living in 
Alaska will be dissipated. * * * Any increase in the economic development of 
the Teritory of Alaska will result in a more adequate defense for the Territory 
and for the United States at a lesser cost in men, money, and materials.” 





Log Exrorr Poricy 
REQUIREMENT THAT LOGS FROM THE NATIONAL FORESTS BE PROCESSED IN ALASKA 


By Frank Heintzleman 
Fesruary, 26, 1957. 


Timber taken from the national forests of Alaska must be given at. least pri- 
mary manufacture, e. g., made into lumber or pulp, before: shipment’ from the 
Territery. This requirement is contained in regulation S33 of the Secretary of 
Agriculture (see, 221.3 of title 36, Code of Federal Regulations). Raw material 
may be shipped out only in exceptional cases, e. g.; to -prevent damage to logs 
by rot, insects, or marine borers, when there-has been. an unexpected loss of 
iocal:log market such as would result from the burning of a large timber manu- 
facturing plant. 

The manufacture within the Territory of the great potential timber output 
of the Tongass National Forest will contribute substantially to local economic 
development. The large pulp mills, lumber, plywood, and shingle mills which 
this forest can support indefinitely, on 2 basis of sustained timber manngement 
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can substantially increase the present population of the region. The value of 
their output under present prices would be not less than $150 million. 

Studies by the Forest Service indicate that the demand in the United States 
has now reached a point where products from the Tongass Forest can be 
profitably manufactured in Alaska and shipped into the general markets. 
The long-hoped-for large-scale timber-use development in Alaska has started. 
The Ketchikan pulp mill and a plywood plant recently began operations. Three 
other pulp projects are scheduled for construction. Existing sawmills have been 
enlarged. 

Some pulp mill and sawmill operators in British Columbia and on Puget Sound 
are strongly objecting to the nonexport log policy for Alaska. Apparently 
they hope to use the Alaska forests as a backlog of raw material to be drawn 
on intermittently during periods of strong demand and high prices. 

Territorial officials, the Alaska Legislature, local chambers of commerce, 
and Alaskans, generally, have expressed strong opposition to any change in the 
existing nonexport-.log policy. The Seattle Chumber of Commerce passed a 
resolution a few years ago in support of it. 

Congressional committees, military defense agencies, and the Department of 
the Interior, which has wide interests in Alaska, have repeatedly expressed 
the view that increased economic development of Alaska should be fostered by 
the Federal Government. The policy of requiring that the local national forest 
timber, one of the greatest resources of Alaska, be manufactured in the Ter- 
ritory is in harmony with this view. 

Presently, logs could not be profitably logged and sent in crib rafts to Puget 
Sound for a selling price on the sound for camp-run logs of the quality now 
being logged in Alaska of $47 and at a rafting and towing cost of $23, leaving 
the logger less than $24 per thousand feet for his work (all figures based on 
Puget Sound scaling methods, which would be applied there to his logs by Puget 
Sound buyers). 

Only at times when the Puget Sound supply of logs is short and the market 
booming would Alaska logs be salable there at a profit to the Alaska logger. 
Alaska would thus be a marginal producing region and the logging industry 
would be highly intermittent and unstable. It could be expected that Puget 
Sound companies would in times of high markets send men, equipment, and 
supplies north for short periods to get out logs and then return their entire 
outfits to the sound when the market slackens. 

This would be highly detrimental to the Alaska economy which needs year- 
long payrolls and established long-term industries. 

We could expect no more pulp and paper mills, large sawmills, plywood plants, 
shingle mills, if the raw material could be obtained intermittently as needed by 
existing plants on Puget Sound and the coast of British Columbia. 


JUNEAU, ALASKA, February 28, 1957. 
B. FRANK HEINTZLEMAN : 


This wire was sent to Senator Magnuson. Thought you would appreciate 
having a copy for your use when appearing at the committee hearing. 
Best wishes. 
Waino, 
Watno E. HENDRICKSON, 
Acting Governor. 


JUNEAU, ALASKA, February 23, 1957. 
From: Waino E. Hendrickson, Acting Governor of Alaska, Juneau. 


To: Warren G. Magnuson, chairman, Senate Interstate Commerce Committee, 
Washington, D. C. 


Knowing your great personal interest and knowledge of the Territory, I am 
confident that you and your colleagues will take no steps which might jeopardize 
one of the fundamental policies established by the Forest Service requiring 
the primary manufacture of timber products in the Territory. Senate Joint 
Memorial 4, which your committee has in its files, was unanimously adopted 
by both houses of the legislature. This memorial sets forth in unequivocal 
language the feelings of the majority of the people of Alaska regarding the 
requirements of primary manufacture of timber products harvested in Alaska. 
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Any deviation from the principles established by the Forest Service on the basis 
of 30 years of operation in Alaska would jeopardize the entire future of Alaska’s 
forest industry. I am confident that you and your colleagues will give the Forest 
Service your full support so that they may continue to protect the interests 
of Alaska and provide for full development of Alaska’s timber resources in 
Alaska. 
WAINO E, HENDRICKSON, 
Acting Governor of Alaska, 


Pustic INDUCEMENTS TO NEWSPRINT PRODUCTION IN ALASKA 


(By Frank Heintzleman ) 


Assistance in some form would have to be given by the Federal Government 
if newsprint paper is to be made in Alaska. The best form of such assistance 
would be the development of public power at one of the better waterpower sites 
of southeastern Alaska. Another would be Federal aid to the establishment of 
a cheaper type of ocean shipping facilities along the inside passes to Puget 
Sound. Such a type would likely be “roll on and roll off” type of vessels to cut 
handling charges at terminals and ports along the routes. Such vessels would 
not only handle railroad cars between Alaska pulp mills and railheads to the 
south but would also carry trucks, trailers, and passenger cars between ports 
along the route, but more especially such vehicles bound to and from interior 
Alaska via the Haines Cutoff of the Alaska Highway, which cutoff leads inland 
from the head of the Inside Passage. 

In fact, these special type ships mentioned above, plying between rail terminals 
of railroads and highways, leading inland from towns along the Inside Passage, 
would serve the same purpose as arterial highways in other sections of the 
United States and at less cost of construction, maintenance, and use. I am 
told that the fjord section of Norway ties its roads and ports together in such 
a manner and as links in its public-transportation system. 


[Night letter] 
; Fesru ary 23, 1957. 
Senator WARREN G. MAGNUSON, 
, Chairman, Interstate Commerce Committee, | 
United States Senate, Washington, D. C.: 


We are confident that the Senate Interstate Commerce Committee will recog- 
nize that one of the basic principles assuring Alaska of year-round forest indus- 
try is keyed to primary manufacture of timber products in Alaska. Any devia- 
tion from this principle will wreck carefully laid programs and negate long-term 
contracts between the Forest Service and potential pulp mills in the Territory. 
The Ketchikan Pulp mill is a going enterprise. Territory is virtually assured 
of establishment of a similar plant in Sitka and Georgia Pacific Plywood Corp. 
plans to build a huge plant in the Juneau area. If Forest Service requirements 
for primary manufacture of Alaska timber in Alaska is weakened existing enter- 
prise will be endangered and Alaska’s chances for establishing steady employ- 
ment for its citizens in year-round forest industries will be blasted. If Forest 
Service is permitted or required to permit export of logs, the Territory will have 
another -seasonal industry only which would not contribute its full share of 
employment to Alaskans. Senate Joint Memorial 4, adopted unanimously by 
both houses of Territorial legislature, expresses the views of majority of Alas- 
kans on this matter. We, therefore, urge your committee to give Forest Service 
its full support so that it may maintain its fundamental policies of requiring 
primary manufacture of forest products within Alaska. Such a policy will 
mean maximum employment and utilization and processing of resources in 
Alaska where they will be harvested. 

At ANDERSON, 
Executive Director, Alaska Resource 
Development Board, Juneau, Alaska. 
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INTERNATIONAL WOODWORKERS OF AMERICA, LOocAL M-—193, 
Ketchikan, Alaska, February 18, 1957. 
Mr. WARREN MAGNUSON, 
Chairman, Senate Interstate and Foreign Commerce Committee, 
Washington, D. C. 


Dear Mr. Maanuson: We are advised that there is an attempt being made to 
open Alaska timber resources to export raw logs. 

This letter is to advise you that we, the International Woodworkers of Amer- 
ica, AFL-CIO, protest any action by Congress that would allow the export of 
raw logs. 

You will remember that the people of Alaska went on record in a recent 
election for statehood and it would ‘be, in our opinion, inconsistent to allow 
export of raw logs or other natural resources to be exported from Alaska. If 
this was to come about, Alaska would never have any basic industry such as 
pulp mills in Sitka, Juneau, and Wrangell. 

Sincerely yours, 
KENNETH MCKEE, 
International Representative, IWA-AFL-OI0O. 


Woop Propucts Councit, AFL-CIO, 
Ketchikan, Alaska, February 18, 1957. 
Mr. WARREN MAGNUSON, 
Chairman, Senate Interstate and Foreign Commerce Committee, 
Washington, D. C. 


DeaR Mr. Macnuson: We are advised that there is an attempt being made 
to open Alaska timber resources to export raw logs. 

This letter is to advise you that we, the Wood Products Council, AFL-CIO, 
protest any action by Congress that would allow the export of raw logs. 

You will remember that the people of Alaska went on record in a recent 
election for statehood and it would be, in our opinion, inconsistent to allow 
export of raw logs or other natural resources to be exported from Alaska. If 
this was to come about, Alaska would never have any basic industry such as 
pulp mills in Sitka, Juneau, and Wrangell. 

Sincerely yours, 
GILBERT E. MARTIN, 
Wood Products Council, AFL-OTO. 


JUNEAU CHAMBER OF COMMERCE, 
Juneau, February 21, 1957. 
Hon. WARREN G. MAGNUSON, 
United States Senate, Washington, D. C. 


Dear SENATOR: It has come to the attention of the Juneau Chamber of Com- 
merce that a hearing will be held before the Senate Interstate Commerce Com- 
mittee on February 26 to investigate the newsprint shortage in the United 
Sates. I has also come to our attention that some suggestion regarding the lift- 
ing of the restriction on the export of raw logs from Alaska may be considered. 

The Juneau Chamber of Commerce is anxious to see an orderly development, 
of the timber resources of Alaska. The members have repeatedly expressed 
confidence in the management policies of the United States Forest Service, par- 
ticularly with regard to the restriction on export of raw logs from Alaska. 

The Juneau Chamber is very definitely opposed to the lifting of this restric- 
tion. Likewise, the Alaska Chamber of Commerce at its last two conventions 
passed resolutions commending the Forest Service for its management policies 
and urging the retention of the restriction on the export of raw logs. In addi- 
tion, the Chambers of Commerce of Ketchikan, Wrangell, and Sitka have ali 
expressed themselves in favor of retaining the restriction. 

We understand that Mr. B. Frank Heintzleman is to testify before your 
committee and at our request he has agreed to represent the Juneau Chamber 
of Commerce. 

We respectfully request that you and your committee give careful considera- 
tion to all aspects of the situation before advocating a lifting of the restriction 
on the export of raw logs from Alaska. 

Very truly yours, 
FLoyp GUERTIN, President. 
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KETCHIKAN CENTRAL LABOR COUNCIL, 
Ketchikan, Alaska, March 12, 1957. 
Senator MAGNUSON, 
Washington, D. C. 


Deak SENATOR Magnuson: At our council meeting of March 7 the Ketchikan 
Central Labor Council reconfirmed its position that the ban not be lifted allowing 
the export of raw logs from the Territory of Alaska. We, the workers here in 
Alaska, feel that if this ban was lifted that it would not contribute to the good 
of Alaska. 

As you no doubt know that recently the people of Alaska voted for statehood 
and we feel that if we are granted statehood that we should have industries 
within our new State and without industries we fear that our State, if and when 
Alaska becomes a State, would not be self-supporting. Therefore, we ask you 
to use your influence in opposing the lifting of any ban that would allow any 
export of raw logs from Alaska. 

We further call to your attention that if this ban was lifted it would not be 
fair to the industries that we have now in Alaska, namely, the Ketchikan Pulp 
Co., Ketchikan Spruce Mill Co., Annette Island Spruce Co., and others. These 
companies have gone to a great expense in building mills, etc., and they have a 
considerable payroll which we wish to maintain and keep here in Alaska. 

Sincerely yours, 


[SEAL] KENNETH MCKERr, President. 


Vatprz, ALasKa, March 13, 1957. 
Senator WARREN G. MAGNUSON, 
Chairman, Interstate and Foreign Commerce Committee, 
United States Senate, Washington, D. C.: 


This body wishes to go on record supporting the Juneau Chamber of Commerce 
urging the retention of the export of raw logs in Alaska as this regulation would 
be good for the Territory as a whole. 

VaLpez CHAMBER OF COMMERCE. 


Sewarp, ArasKa, March 4, 1957. 
Senator WARREN G. MaGnuson, 
Chairman, Interstate and Foreign Commerce, 
United States Senate, Washington, D. C.: 


Would urge retention of the prohibition on the export of raw logs from Alaska. 
We feel this is vital to orderly development of Alaska’s resources. 


Sewarp CHAMBER OF COMMERCE, 
Rev. CHARLES MALIN, President. 


JUNEAU, ALASKA. 
Senator WARREN G. MAGNUSON, 
Chairman, Interstate and Foreign Commerce Conuvnittee, 
United States Senate, Washington, D. C.: 


The Juneau Chamber of Commerce wishes to urgent retention of the prohibition 
on the export of raw logs from Alaska. In a spirit of fair play for capital 
already invested and to continue an orderly development of Alaska resources 
we feel retention of this prohibition is absolutely necessary. We call the com- 
mittee’s attention to the fact that the Territorial legislature and the Alaska 
Chamber among others have also taken this stand. 


JUNEAU CHAMBER OF COMMERCE, 
Fioyp Guertin, President. 


From: Waino Hendrickson, Acting Governor of Alaska, Juneau, Alaska. 
To: Warren G. Magnuson, chairman, Senate Interstate Commerce Comittee, 
Washington, D. C. 
Knowing your great personal interest and knowledge of the Territory, I am 
confident that you and your colleagues will take no steps which might jeopardize 
one of the fundamental policies established by the Forest Service requiring the 
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primary manufacture of timber products in the Territory. Senate Joint Memo- 
rial No. 4, which your committee has in its files was unanimously adopted by 
both houses of the legislature. This memorial sets forth in unequivocal language 
the feelings of the majority of the people of Alaska regarding the requirements 
of primary manufacture of timber products harvested in Alaska. Any deviation 
from the principles established by the Forest Service on the basis of 30 years of 
operation in Alaska would jeopardize the entire future of Alaska’s forest indus- 
try. I am confident that you and your colleagues will give the Forest Service 
your full support so that they may continue to protect the interests of Alaska 
and provide for full development of Alaska’s timber resources in Alaska. 


Koprak, ALASKA, February 15, 1957. 
Hon. WARREN G. MAGnuson, 
United States Senator from Washington, 
Chairman, Senate Commerce Committee, 
Washington, D. C.: 

The matter of your committee hearing February 26 concerning export of raw 
timber from Alaska was brought before regular meeting of Kodiak Chamber of 
Commerce. Feeling that any relaxation of present restrictions will be detri- 
mental to development of Alaska, a resolution to join with Ketchikan and the 
all-Alaska chamber in opposition to any relaxation was adopted by unanimous 


vote. 
Koprak, ALASKA, CHAMBER OF COMMERCE. 


JACKSONVILLE, Fua., February 21, 1957. 
Hon. WARREN G. MAGNUSON, 
Senate Office Building, 
Washington, D. C.: 

Replying your letter February 13, we feel American Newspaper Publishers 
Association ean ably represent our position at your committee hearings. 
Regards. 

Norvin VEAL, 
Publisher Jacksonville Journal. 


JUNEAU, ALASKA, February 23, 1957. 
Senator WargEn G. MAGNUSON, 
Chairman, Interstate Commerce Committee, 
United States Senate, Washington, D. C.: 

We are confident that the Senate Interstate Commerce Committee will recog- 
nize that one of the basic principles assuring Alaska of year-round forest in- 
dustry is keyed to primary manufacture of timber products in Alaska. Any devi- 
ation from this principle will wreck carefully laid programs and negate long- 
term contracts between the Forest Service and potential pulp mills in the Ter- 
ritory. The Ketchikan pulp mil! is a going enterprise. Territory is virtually 
assured of establishment of a similar plant in Sitka and Georgia Pacific Plywood 
Corp. plans to build a huge plant in the Juneau area. If Forest Service re- 
quirements for primary manufacture of Alaska timber in Alaska is weakened, 
existing enterprise will be endangered and Alaska’s chances for establishing 
steady employment for its citizens in year-round forest industries will be blasted. 
If Forest Service is permitted or required to permit export of logs, the Terri- 
tory will have another seasonal industry only which would not contribute its 
full share of employment to Alaskan Senate Joint Memorial No. 4, adopted 
unanimously by both houses of Territorial legislature expressing the views of 
majority of Alaskans on this matter. We, therefore, urge your committee to 
give Forest Service its full support so that it may maintain its fundamental 
policies of requiring primary manufacture of forest products within Alaska. 
Such a pelicy will mean maximum employment and utilization and processing of 
resources in Alaska where they will be harvested. 

At ANDERSON, 
Berecutive Director, Alaska Resource Development Board. 
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In the Senate. By Senators Engstrom, Nolan, Peratroyich, Cooper, Barr, 
Owen, and Butrovich 


SENATE JoINT MEMORIAL No. 4 
IN THE LEGISLATURE OF THE TERRITORY OF ALASKA 


23D SESSION 


To the President of the United States; the Congress of the United States; the 
Secretary of Agriculture of the United States; the Interstate Commerce 
Committee of the United States Senate; the Governor of Alaska; and the 
Delegate to Congress from Alaska: 


Your memorialist, the Legislature of the Territory of Alaska, in its 23d session 
assembled, respectfully represents that: 

Whereas the timber in the national forests in Alaska is chiefly valuable for, 
and especially adapted to the manufacture of pulp, paper, and pulp products, 
and lumber; and 

Whereas the law creating the national forests in Alaska, and amendments 
thereto, prohibit the export of logs and timber from the national forests in the 
Territory, except where in the judgment of the Secretary of. Agriculture, “the 
supply of timber fer local use will not be endangered thereby”; and 

Whereas the prohibition against export, contained in the law, has been recog- 
nized and faithfully enforced for more than two generations in order to protect 
the business of local sawmills and to encourage and promote the establishment 
of pulp and paper mills and plywood plants in Alaska, with the great economic 
advantages in the matter of increase of population, employment of labor and con- 
tribution to the Territory’s revenue; and 

Whereas one large pulp mill has been built at Ketchikan within the past 3 
years requiring an investment of more than $60 million, and is now in full op- 
eration, and another of equal size will be established at Sitka with construction 
to be commenced this year; with others to follow if timber from the national 
forests is kept available under the present law and the regulations of the De- 
partment; and 

Whereas a change in the law and regulations so as to permit export of logs, 
would be little short of disastrous to the economy of Alaska ; 

Now, therefore, your memorialist, the Legislature of the Territory of Alaska, 
respectfully urges that there be no change made by Congress in the law pro- 
hibiting the export of logs from the national forests in Alaska, and no relaxa- 
tion in any permissible regulations of the Department of Agriculture, under the 
law, and that the policy of the law and past regulations be followed in the future 
to the end that the natural timber grown in Alaska, be manufactured within 
the Territory, so that the Territory may derive the full benefit therefrom. 

And your memorialist will ever pray. 

Passed by the senate February 18, 1957. 

Attest: 

Victor C. RIVERS, 
President of the Senate. 
KATHERINE T. ALEXANDER, 
Secretary of the Senate. 


Passed by the house February 19, 1957. 
RicuHarp J. GREUEL, 
Speaker of the House. 
Attest: 
Dotores TD. Coan, 
Chief Clerk of the House. 


I hereby certify that the above and foregoing constitutes a full, true, and 
correct copy of Senate Joint Memorial No. 4 as passed by the Senate and House 
of Representatives of the Territory of Alaska. 

KATHERINE T, ALEXANDER, 
Secretary of the Senate. 


Approved by the Acting Governor, February 21, 1957. 
Watno E. HENDRICKSON, 
Acting Governor. 
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I certify that the above is a true, full, and correct copy of Senate Joint Mem- 

orial No. 4. 
Waino E. HENDRICKSON, 
Secretary of Alaska. 
FAIRBANKS CHAMBER OF COMMERCE, 
Fairbanks, Alaska, March 6, 1957. 
Senator WARREN G. MAGNUSON, 
Chairman, Interstate and Foreign Commerce Committee, 
United States Senate, Washington, D. C. 

DEAR SENATOR MAGNUSON: The Fairbanks Chamber of Commerce has unani- 
mously approved the following recommendation : 

“That the prohibition of the export of raw logs from Alaska be retained, and 
that the law be further extended making mandatory processing of all our 
timber products in Alaska.” 

We respectfully urge that consideration be given to this recommendation. 

Sincerely, 
R. A. “Dutcn” Derr, Manager. 

The CHairman. Thank you very much, Gevernor Heintzleman, for 
your very excellent statement. 

Let the record show the committee is recessed, subject to the call of 
the Chair. 

(Whereupon, at 5:15 p. m., the committee recessed, subject to the 
call of the Chair.) 





